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Notes to the Financial Statements
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Note 1. Summary of Significant Accounting Policies

The accompanying financial statements of the State of Nevada (the State) have been prepared in conformity with accounting
principles generally accepted in the United States of America (GAAP), as prescribed by the Governmental Accounting
Standards Board (GASB).  GASB is the accepted standard setting body for establishing governmental accounting and financial
reporting principles.

A. Description of Government-wide Financial Statements

The Government-wide Financial Statements, which consist of the Statement of Net Position and the Statement of Activities,
report information on all non-fiduciary activities of the primary government and its component units.  All fiduciary activities,
including component units that are fiduciary in nature, are reported only in the fund financial statements.  Primary government
activities are distinguished between governmental and business-type activities.  Governmental activities generally are financed
through taxes, intergovernmental revenues, and other non-exchange revenues.  Business-type activities are financed in whole or
in part by fees charged to external parties for goods or services.  The primary government is reported separately from certain
legally separate component units for which the primary government is financially accountable.

B. Reporting Entity

For financial reporting purposes, the State’s reporting entity includes the “primary government” and its “component units.”  The
primary government includes all funds, departments, agencies, and those authorities that are considered an integral part of the
State’s activities.  Component units are legally separate organizations for which the State’s elected officials are financially
accountable.  The State’s component units have a June 30 year-end.

The GASB has set forth criteria to be considered in determining financial accountability.  These criteria include appointing a
voting majority of an organization’s governing body and either: 1) the ability of the State to impose its will on that organization;
or 2) the potential for the organization to provide specific financial benefits to, or impose specific financial burdens on the
State.  When the State does not appoint a voting majority of an organization’s governing body, GASB requires inclusion in the
reporting entity based on financial accountability if: 1) the organization is both fiscally dependent on the State and there is the
potential for the organization to provide specific financial benefits to, or impose specific financial burdens on the State; or 2) it
would be misleading to exclude the organization.

Fiduciary Component Units:  The following fiduciary component units are legally separate from the State.  The State is
financially accountable for these organizations since it appoints the voting majority of the boards and is able to impose its will
on them through the ability to remove appointed members of the organization’s governing board.  Since these component units
are fiduciary in nature, they are included only in the fund financial statements with the primary government’s fiduciary funds.
Therefore, these component units are excluded from the government-wide financial statements.

The Public Employees’ Retirement System (PERS), the Legislators’ Retirement System (LRS) and the Judicial Retirement
System (JRS) are administered by a seven-member board appointed by the Governor.  PERS is the administrator of a cost-
sharing, multiple-employer, defined benefit public employees’ retirement system established to provide a reasonable base
income to qualified employees who have been employed by a public employer and whose earning capacities have been
removed or substantially impaired by age or disability.  LRS is the administrator of a single-employer public employees’
defined benefit retirement system established to provide a reasonable base income to Legislators at retirement.  JRS is the
administrator of an agent multiple-employer public employees’ defined benefit retirement system established to provide a
reasonable base income to justices of the Supreme Court, district judges, municipal court judges, and justices of the peace at
retirement.

The Retirement Benefits Investment Fund (RBIF) was created for the sole purpose of providing an investment vehicle for
monies belonging to either the State or local government other post employment benefit trust funds. RBIF is administered by
the Retirement Benefits Investment Board, which consists of the same members as the Public Employees’ Retirement Board.

Blended Component Unit:  The Nevada Real Property Corporation (NRPC) is a legally separate organization.  The State is
financially accountable for NRPC since it appoints the board of directors, and NRPC provides a financial benefit to the State by
providing financing services.  NRPC was incorporated to finance certain construction projects which include office buildings, a
transitional residential facility and a warehouse, all financed by the issuance of certificates of participation. Upon completion of
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construction, the NRPC leases the facilities to the State.  Since the NRPC provides financing services solely to the State, these
financial transactions are reported as part of the primary government using the blended method.

Discretely Presented Component Units:  A component unit should be included in the reporting entity financial statements
using the discrete presentation method if the component unit’s governing body is not substantively the same as the governing
body of the primary government, the component unit does not provide services entirely or almost entirely to the primary
government, and the component unit’s total debt outstanding is not expected to be repaid entirely or almost entirely with
resources of the primary government.  The following discretely presented component units meet these criteria and are reported
in a separate column in the government-wide financial statements to emphasize they are legally separate from the State.

The Nevada System of Higher Education (NSHE) is a legally separate organization consisting of the institutions of public
higher education in Nevada, the NSHE Administration entity, and their component units.  NSHE is governed by a Board of
Regents elected by the voters.  NSHE is considered to be fiscally dependent on the primary government since the State can
modify and approve their budgets.  In addition, NSHE imposes a financial burden on the primary government since the State
provides financial support to NSHE through annual operating and capital appropriations.

The Colorado River Commission (CRC) is a legally separate organization responsible for managing Nevada’s interests in
the water and power resources available from the Colorado River.  It is governed by seven commissioners, a majority of
whom are appointed by the State: four are appointed by the Governor and three are appointed by the board of directors of
the Southern Nevada Water Authority.  The State is financially accountable for CRC since bonds issued by the CRC are
backed by the full faith and credit of the State of Nevada, which creates the potential for a financial burden to the State.
CRC provides services to citizens through the distribution and sale of electric power.

The Nevada Capital Investment Corporation (NCIC) is a legally separate organization whose board of directors consists of
the State Treasurer, who serves as the chair; five members that are appointed by the primary government; and the
Chancellor of NSHE, or his designee.  Up to five additional members of the board may be chosen who are direct investors
of the corporation.  The NCIC is an independent corporation for public benefit, the general purpose of which is to act as a
limited partner, shareholder or member to provide private equity funding to businesses located in or seeking to locate in
Nevada, and engage in certain industries.  The amount invested in the NCIC is not to exceed $50 million from the State
Permanent School Fund.  The State is financially accountable for NCIC since it is able to impose its will through veto power
by the State Treasurer.

Complete financial statements for each of the individual component units, with the exception of the Nevada Real Property
Corporation, which has no other financial activity than that previously described, may be obtained at that organization’s
administrative offices:

Public Employees’ Retirement System
Carson City, NV

Legislators’ Retirement System
Carson City, NV

Judicial Retirement System
Carson City, NV

Retirement Benefits Investment Fund
Carson City, NV

Nevada System of Higher Education
Reno, NV

Colorado River Commission
Las Vegas, NV

Nevada Capital Investment Corporation
Carson City, NV

Related Organizations:  The Governor is responsible for appointing the members of many boards and commissions.  The
State’s accountability for these entities does not extend beyond making the appointments and thus these entities are excluded
from this report.  The State does not exercise financial or administrative control over the excluded boards and commissions.
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C. Basis of Presentation

Government-wide Financial Statements:  While separate government-wide and fund financial statements are presented, they
are interrelated.  On the government-wide financial statements, the governmental activities column incorporates data from
governmental funds and internal service funds, while business-type activities incorporate data from the government’s enterprise
funds.  Separate fund financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements.  As discussed earlier, the State has three
discretely presented component units which are shown in a single column in the government-wide financial statements.

In general, the effect of interfund activity has been removed from the government-wide financial statements.  Overhead costs
have been removed to minimize the double counting of internal activities, but interfund services provided and used have been
retained, as their elimination would distort the measurement of the cost of individual functional activities.  Internal activities of
a reimbursement type nature reduce the expenses of the reimbursed programs.  Certain centralized costs have been included as
part of the program expenses reported for the various functions and activities.  The net amount of interfund receivables and
payables between governmental activities and business-type activities are reported as internal balances on the government-wide
statement of net position.  The net amount of transfers between governmental activities and business-type activities are reported
as transfers on the government-wide statement of activities.

Fund Financial Statements:  The fund financial statements provide information about the government’s funds, including its
fiduciary and blended component units.  Separate financial statements are provided for governmental funds, proprietary funds,
and fiduciary funds, even though the latter are excluded from the government-wide statements.  Major individual governmental
and enterprise funds are reported as separate columns in the fund financial statements.  All remaining governmental and
enterprise funds are aggregated and reported as non-major funds.

The State reports the following major governmental funds:

General Fund – this is the State’s primary operating fund.  It accounts for all financial resources of the general government
except those accounted for in another fund.

State Highway Fund - accounts for the maintenance, regulation, and construction of public highways and is funded through
vehicle fuel taxes, federal funds, and other charges.

Municipal Bond Bank Fund - accounts for revenues and expenditures associated with buying local governments’ bonds with
proceeds of State general obligation bonds.

Permanent School Fund - accounts for certain property and the proceeds derived from such property, escheated estates, and all
fines collected under penal laws of the State, which become permanent assets of the fund.  All earnings on the assets are to be
used for education.

The State reports the following major enterprise funds:

Higher Education Tuition Trust Fund – accounts for the State program to assist Nevada residents in locking in the cost of
future higher education expenses for Nevada colleges and universities.  This program is financed through the sale of prepaid
tuition contracts.

Housing Division Fund - accounts for the State program to assist private lenders in providing low interest housing loans to low-
and moderate-income households.  This program is financed through the sale of bonds.

Unemployment Compensation Fund - accounts for the payment of unemployment compensation benefits.

Water Projects Loans Fund - accounts for revenues and expenses associated with operating a revolving fund to finance local
government pollution control projects, and with operating revolving and set-aside program funds to finance local public water
systems’ safe drinking water projects.

Additionally, the State reports the following fund types:

Internal Service Funds - provides goods or services primarily to other agencies or funds of the State rather than to the general
public. These goods and services include accounting, communications, information technology, fleet services, personnel,
printing, property management, purchasing and risk management.  In the government-wide statements, internal service funds
are included with governmental activities.
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Pension and Other Employee Benefit Trust Funds - report resources that are required to be held in trust for the members and
beneficiaries of the State’s defined benefit pension plans and other post-employment benefit plans.

Investment Trust Funds - report resources received from local governments that are either pooled in an external investment
portfolio for the benefit of all participants or separated into subaccounts of identified investments allocated to specific
participating local governments.  Examples include the Local Government Investment Pool, the Nevada Enhanced Savings
Term and the Retirement Benefits Investment Fund.

Private Purpose Trust Funds - report resources of all other trust arrangements in which principal and income benefit
individuals, private organizations, or other governments.  Examples include the Prisoners’ Personal Property and the Nevada
College Savings Plan.

Agency Funds - report assets and liabilities for deposits and investments entrusted to the State as an agent for others.  Examples
of funds in this category include state agency fund for bonds, motor vehicle, and child support disbursement. 

D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment is determined by the applicable measurement focus and basis of accounting.
Measurement focus indicates the type of resources being measured, such as current financial resources or economic resources.
The basis of accounting indicates the timing of transactions or events for recognition in the financial statements.

The government-wide statements are reported using the economic resources measurement focus and the accrual basis of
accounting.  Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing
of cash flows.  Grants and similar items are recognized as revenues as soon as all eligibility requirements imposed by the
provider have been met.

The governmental fund statements are reported using the current financial resources measurement focus and the modified
accrual basis of accounting.  Revenues are recognized when susceptible to accrual; that is, when they become both measurable
and available. “Measurable” means the amount of the transaction can be determined, and “available” means collectible within
the current period or soon enough thereafter to pay liabilities of the current period.  The State considers revenues to be available
if they are collected within 60 days after year-end.  Those revenues susceptible to accrual are gaming revenues, sales taxes,
other taxes as described in Note 14, interest revenue and charges for services.  Fines and permit revenues are not susceptible to
accrual because they are generally not measurable until received in cash.

Expenditures generally are recorded when a liability is incurred, as under accrual accounting.  However, debt service
expenditures, as well as expenditures related to compensated absences, and claims and judgments are recorded only when
payment is due or when amounts have been accumulated in the debt service fund for payments to be made early in the following
year.  General capital asset acquisitions are reported as expenditures in governmental funds.  Issuance of long-term debt and
acquisitions under capital leases are reported as other financing sources.

The proprietary, pension and other employee benefit trust, investment trust, and private-purpose trust funds are reported using
the economic resources measurement focus and the accrual basis of accounting.  The agency funds have no measurement focus
but utilize the accrual basis of accounting for reporting assets and liabilities.

E. Assets, Liabilities, Deferred Outflows/Inflows of Resources and Net Position/Fund Balance

Cash and Pooled Investments - The State Treasurer manages a cash pool where all temporary surplus cash is invested.  These
investments are reported on the Statement of Net Position and Balance Sheet as cash and pooled investments. Earnings from
these pooled investments are credited to the General Fund and certain other funds that have specific statutory authority to
receive a prorated share based on daily cash balances.  Also included in this category is cash held by departments as petty cash
funds and in bank accounts, outside the Treasurer’s cash management pool.  The operations and investments of the cash pool
are described in Note 3.

Cash and cash equivalents are defined as bank accounts, petty cash, money market demand accounts and certificates of deposit
with original maturities of three months or less.  Cash and cash equivalents are reported in the Statement of Cash Flows for
proprietary fund types.  
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Investments - Investments are stated at fair value.  Fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date.  Short-term
investments are generally reported at cost, which approximates fair value, except for the short-term investments of the Nevada
College Savings Plan that are valued at amortized cost, which approximates fair value.  Securities, traded on a national or
international exchange, are valued at the last reported sale price at current exchange rates. Fixed income securities are valued
based on yields currently available on comparable securities of issuers with similar credit ratings. The fair value of real estate
investments is established by independent third party valuation firm in conjunction with Member Appraisal Institute (MAI)
independent appraisals.  Investments that do not have an established market are reported at estimated fair value.

The Local Government Investment Pool, the Nevada Enhanced Savings Term Investment Trust and the Retirement Benefits
Investment Fund are reported as investment trust funds.  The investments of the Local Government Investment Pool and the
Nevada Enhanced Savings Term Investment Trust are subject to the general limitations of NRS 355.170.  The investments of
the Retirement Benefits Investment Fund are governed by the prudent person standard, as set forth by NRS 286.682. Security
transactions are accounted for on the trade date (the date the order to buy or sell is executed).  Interest income is determined on
an accrual basis with discounts earned and premiums paid being amortized.  Realized gains and losses, if any, on sales of
securities are calculated using the amortized cost basis at the date of sale.  The fair value of the position in the pool is the same
as the value of the pool shares.  The Bank of New York Mellon is the custodian and transfer agent for the Local Government
Investment Pool, the Nevada Enhanced Savings Term Investment Trust and the Retirement Benefits Investment Fund.

Derivatives are generally valued at quoted market value.  Under the circumstance where quoted market values are not
considered to be readily available, such derivatives are reported at estimated fair value and the methods and significant
assumptions used are described in Note 3D.  Investments are discussed further in Note 3.

Receivables - Receivables represent amounts due to the State at June 30, which will be collected sometime in the future.  In the
government-wide financial statements, a corresponding amount is recorded as revenue.  In the governmental fund financial
statements, the portions considered “available” (i.e., received by the State within approximately 60 days after year-end) are
recorded as revenue; the remainder is recorded as deferred inflows of resources, unavailable revenue.  Receivables in
proprietary fund types have arisen in the ordinary course of business.  All receivables are shown net of an allowance for
uncollectible accounts.  Significant receivable balances not expected to be collected within one year are presented in Note 4.

Interfund Transactions - The State has two types of interfund transactions:

1. Services rendered and employee benefit contributions are accounted for as revenues, expenditures/expenses in the funds
involved.

2. Operating appropriations and subsidies are accounted for as transfers in the funds involved.

Due from/due to other funds and transfers are presented in Note 5.

Inventories – In general, inventories in governmental funds are recorded as expenditures when purchased; however, certain
inventories in the General Fund, the Highway Fund, and nonmajor governmental funds are recorded as expenditures at the time
individual inventory items are consumed.  Inventories are stated at cost on the first-in, first-out basis.  Inventory items in the
governmental funds are offset by nonspendable fund balance to indicate that they will not be converted to cash.

Prepaid Items – Prepaid items reflect payments for costs applicable to future accounting periods and are recorded in both
government-wide and fund financial statements.  The cost of prepaid items is recorded as expenditures/expenses when
consumed rather than when purchased.  Prepaid items in the governmental funds are offset by nonspendable fund balance to
indicate that they will not be converted to cash.

Advances to Other Funds - Long-term interfund advances are recorded by the advancing fund as a receivable.  These amounts
are reported in the nonspendable fund balance in the General Fund to maintain the accountability and to disclose properly the
amount available for appropriation.  In other governmental funds this amount will be reported in restricted, committed, or
assigned fund balances.  Repayments are credited to the receivable and corresponding reductions are made in the appropriate
fund balance.  A summary of interfund advances is presented in Note 5.

Capital Assets and Depreciation - An inventory of State-owned land, buildings and equipment was developed in 1985.  All
capital assets are recorded in the Statement of Net Position at historical cost or estimated historical cost, based on acquisition of
comparable property or agency records, if actual historical cost is not available.  Donated capital assets are stated at acquisition
value at time of donation.  The government defines capital assets as assets with a unit cost of $5,000 or more for furniture and
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equipment, or $500,000 or more for buildings and improvements or $1,000,000 or more for internally generated software, and
an estimated useful life in excess of one year. Interest incurred during construction is only capitalized in proprietary funds.  

Most capital assets are depreciated principally on a straight-line basis over estimated useful lives of 40 years for structures and
3 to 30 years for improvements, furniture and equipment.  The State’s significant infrastructure assets utilize the modified
approach in which costs to maintain and preserve these assets are expensed and no depreciation expense is recorded.  This
approach is discussed further in the Required Supplementary Information portion of this report. 

In the Nevada System of Higher Education, capital assets are defined as assets with an initial unit cost of $5,000 or more and an
estimated useful life in excess of one year. Such assets are stated at cost at the date of acquisition.  Collections are capitalized at
the acquisition value at the date of donation. Depreciation is computed on a straight-line basis over estimated useful lives of 40
years for buildings, 10 to 15 years for land improvements and 3 to 11 years for library books, machinery and equipment.
Additional disclosure related to capital assets is provided in Note 7.

Compensated Absences – A liability for compensated absences relating to services already rendered and that are not contingent
on a specified event is accrued as employees earn the rights to the benefits.  Compensated absences relating to future services or
that are contingent on a specified event will be accounted for in the period those services are rendered or those events take
place.  Proprietary fund types report accrued compensated absences as liabilities in the appropriate funds. Governmental funds
report a liability and expenditure for compensated absences only if the liability has matured as a result of employee resignations
or retirements.  Thus no expenditure would be recognized in governmental funds for the unpaid balance of compensated
absences for employees still in active service at the end of the reporting period.  On the Statement of Net Position, the accrued
compensated absences for both proprietary and governmental fund types is reported. 

Long-Term Obligations - In the government-wide statements and proprietary fund financial statements, long-term debt and
other long-term liabilities are reported as liabilities.  Bond premiums and discounts are deferred and amortized over the life of
the bonds using the interest method.  Bonds payable are reported net of the applicable bond premium or discount.

In the fund financial statements, governmental fund types recognize bond premiums and discounts during the current period.
The face amount of the debt issued is reported as other financing sources.  Premiums received on debt issuances are reported as
other financing sources while discounts on debt issuances are reported as other financing uses.  Issuance costs, whether or not
withheld from the actual debt proceeds, are reported as debt service expenditures.  Long-Term Obligations are more fully
described in Note 9.

Deferred Outflows/Inflows of Resources – In addition to assets, the statement of net position will sometimes report a separate
section for deferred outflows of resources, which represents a consumption of net position that applies to a future period and
will not be recognized as an outflow of resources (expense/expenditure) until then.  An example is the deferred charge on
refunding which results from the difference in the carrying value of refunded debt and its reacquisition price.  This amount is
deferred and amortized over the shorter of the life of the refunded or refunding debt.

In addition to liabilities, the statement of net position will sometimes report a separate section for deferred inflows of resources,
which represents an acquisition of net position that applies to a future period and will not be recognized as an inflow of
resources (revenue) until that time.  An example is unavailable revenue, reported in the governmental funds balance sheet when
revenue is measureable but not available.  These amounts are deferred and recognized as an inflow of resources in the period
that the amounts become available.

Net Position/Fund Balance - The difference between fund assets, deferred outflows of resources, liabilities and deferred inflows
of resources is “Net Position” on the government-wide, proprietary and fiduciary fund statements, and “Fund Balance” on
governmental fund statements.

In governmental fund financial statements, fund balances are classified based primarily on the extent to which the State is
bound to observe constraints imposed upon the use of the resources in the fund as follows:

1. Nonspendable fund balance includes items that cannot be spent because they are either not in spendable form (such as
inventories, prepaid amounts and the  long-term portion of loans/notes receivables) or legally or contractually required to be
maintained intact (such as the principal of a permanent fund).

2. Restricted fund balances have constraints placed upon the use of the resources either by an external party or imposed by law
through constitutional provisions or enabling legislation.
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3. Committed fund balances can be used only for specific purposes pursuant to constraints imposed by a formal action of the
government’s highest level of decision-making authority, the Nevada Legislature, through legislation passed into law.

4. Assigned fund balance includes amounts that are constrained by the government’s intent to be used for a specific purpose,
but are neither restricted nor committed.  Assignments of fund balance are created by the executive branch.

5. Unassigned fund balance is the residual amount of the General Fund not included in the four categories above.  Also, any
deficit fund balances within the other governmental fund types are reported as unassigned.

Each fund has been analyzed for proper classification of fund balance.  Funds are created by the Legislature and money is
authorized to be transferred to the fund for a particular purpose.  Balances in the Legislatively created funds are at least
committed, and may be further restricted depending on whether there is an external party, constitutional provision, or enabling
legislation constraint involved.  Note 13 provides a disaggregation of governmental fund balances, nonspendable, restricted,
committed, and unassigned.

Net Position/Fund Balance Flow Assumptions - The State’s policy is to spend restricted amounts first when an
expenditure/expense is incurred for purposes for which both restricted and unrestricted resources are available.  Therefore,
restricted net position/fund balance is depleted before using unrestricted net position/fund balance.  In governmental funds,
when an expenditure is incurred for purposes for which amounts in any of the unrestricted fund balance classifications could be
used, the assumed order of spending is first committed, assigned and then unassigned.

Minimum Fund Balance Policy - NRS 353.213(3) requires that the proposed budget for each fiscal year of the biennium
provide for a reserve of not less than 5% or more than 10% of the total of all proposed appropriations from the State General
Fund for the operation of all departments, institutions and agencies of the State and authorized expenditures from the State
General Fund for the regulation of gaming for that fiscal year.

Stabilization Arrangement – NRS 353.288 provides for the Account to Stabilize the Operation of the State Government
(Stabilization Account) in the State General Fund.  Additions to the stabilization arrangement are triggered at the end of a fiscal
year if the General Fund unrestricted fund balance (budgetary basis) exceeds 7% of General Fund operating appropriations.
Forty percent of the excess is deposited to the Stabilization Account, and is classified on the balance sheet as committed for
fiscal emergency. Additionally, commencing with the fiscal year that began on July 1, 2017, 1% of the total anticipated revenue
for the fiscal year in which the transfer will be made as projected by the Economic Forum for that fiscal year, is also deposited
to the Stabilization Account. Expenditures may occur if actual revenues for the biennium fall short by 5% or more from
anticipated revenues, if the Legislature and Governor declare that a fiscal emergency exists or if the Legislature allocates it to
be used for any other purpose.  The balance in the Stabilization Account committed for fiscal emergency at June 30, 2019 is
$356,723,399.

Pensions – For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to pensions,
and pension expense, information about the fiduciary net position of the PERS, LRS and JRS and additions to/deductions from
the plans fiduciary net position have been determined on the same basis as they are reported by PERS, LRS and JRS.  For this
purpose, benefit payments (including refunds of employee contributions) are recognized when due and payable in accordance
with the benefit terms.  Investments are reported at fair value.

Postemployment Benefits Other than Pensions (OPEB) – For purposes of measuring the State’s net OPEB liability, deferred
outflows of resources and deferred inflows of resources related to OPEB, and OPEB expense, information about the fiduciary
net position of the State’s OPEB plan and additions to/deductions from the OPEB plan’s fiduciary net position have been
determined on the same basis as they are reported by the plan.  For this purpose, employer contributions are recognized when
due and the employer has made a formal commitment to provide the contributions.  Benefits and refunds are recognized when
due and payable in accordance with the terms of the plan.  Plan assets are reported at fair value.

F. Revenues and Expenditures/Expenses

Program Revenues - In the government-wide statement of activities, program revenues include: 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given function, and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular function.  Taxes and other
items not meeting the definition of program revenues are instead reported as general revenues.
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Colorado River Commission (CRC) – Bonds and compensated absences payable by CRC at June 30, 2019, and the changes for
the year then ended, consist of the following (expressed in thousands):

Beginning
Balance Additions Reductions Ending Balance

Due Within One
Year

Bonds payable:
General obligation bonds $ 28,210 $ - $ (730) $ 27,480 $ 740
Issuance premiums (discounts) (150) - 6 (144) -

Total bonds payable 28,060 - (724) 27,336 740
Compensated absences obligations 408 232 (182) 458 282

Total $ 28,468 $ 232 $ (906) $ 27,794 $ 1,022

Scheduled maturities for bonds payable by CRC for the years ending June 30 are as follows (expressed in thousands):

Year Ending
June 30 Principal Interest

2020 $ 740 $ 1,050
2021 755 1,033
2022 770 1,015
2023 800 994
2024 815 970

2025-2029 4,490 4,421
2030-2034 5,395 3,491
2035-2039 6,465 2,238
2040-2044 7,250 796

Total $ 27,480 $ 16,008

N. Short-Term Obligations

Primary Government - On November 1, 2018, the State issued short-term bonds of $2,500,000 for the pupose of financing the
costs of environmental improvement projects for the Lake Tahoe Basin. These general obligation bonds, which were privately
placed with the State Bond and Interest Redemption Fund, were paid off on June 1, 2019. There was no short-term debt
outstanding at July 1, 2018 or June 30, 2019.

Note 10. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of resources related to
pensions, and pension expense, information about the fiduciary net position of each pension plan and additions to/deductions
from each pension plan’s fiduciary net position have been determined on the same basis as they are reported by the plans.  For
this purpose, benefit payments and refunds of employee contributions are recognized when due and payable in accordance with
the terms of the plan.  Investments are reported at fair value.

The aggregate pension related amounts for the primary government consist of a net pension liability of $2,261,232,891,
deferred outflows of resources of $405,489,714, deferred inflows of resources of $173,630,745, pension expenditures of
$146,368,157 and pension expense of $5,779,403. Pension expenditures and expense total $152,147,560. The State’s defined
benefit pension plans are described in detail below.

The aggregate pension related amounts for discretely presented component units consist of a net pension liability of
$404,876,734, deferred outflows of resources of $72,219,737, deferred inflows of resources of $20,848,704 and pension
expense of $888,534. 
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Mortality rates were based on the Headcount-Weighted RP-2014 Healthy Annuitant Table projected to 2020 with Scale MP-
2016, set forward one year for spouses and beneficiaries.  For ages less than 50, mortality rates are based on the Headcount-
Weighted RP-2014 Employee Mortality Tables.  Those mortality rates are adjusted by the ratio of the mortality rate for healthy
annuitants at age 50 to the mortality rate for employees at age 50.  The mortality rates are then projected to 2020 with Scale
MP-2016.  Mortality rates for disabled members were based on the Headcount-Weighted RP-2014 Disabled Retiree Table, set
forward four years.  Mortality rates for pre-retirement members were based on the Headcount-Weighted RP-2014 Employee
Table, projected to 2020 with Scale MP-2016.

Actuarial assumptions used in the June 30, 2018 valuation were based on an experience study for the period from July 1, 2012,
through June 30, 2016.

Investment Policy - The PERS Board evaluates and establishes the investment portfolio target asset allocations and the expected
real rates of return (expected returns, net of investment expenses and inflation) for each asset class.  The Board reviews these
asset allocations and capital market expectations annually.  The System’s target asset allocations and current long-term
geometric expected real rates of return for each asset class included in the fund’s investment portfolio as of June 30, 2018, are
included in the following table:

Asset Class
Target

Allocation

Long-term
Geometric

Expected Real
Rate of Return

U.S. stocks 42% 5.50%
International stocks 18% 5.75%
U.S. bonds 30% 0.25%
Private markets 10% 6.80%

Discount Rate – The discount rate used to measure the total pension liability was 7.5% as of June 30, 2018.  The projection of
cash flows used to determine the discount rate assumed plan contributions will be made in amounts consistent with statutory
provisions and recognizing the plan’s current funding policy and cost-sharing mechanism between employers and members. For
this purpose, all contributions that are intended to fund benefits for all plan members and their beneficiaries are included,
except that projected contributions that are intended to fund the service costs for future plan members and their beneficiaries are
not included.  Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to make all
projected future benefit payments for current plan members.  Therefore, the long-term expected rate of return on pension plan
investments was applied to all periods of projected benefit payments to determine the total pension liability as of June 30, 2018.

Sensitivity of the Proportionate Share of the Net Pension Liability to Changes in the Discount Rate – The following presents
the proportionate share of the net pension liability at June 30, 2018 calculated using the discount rate of 7.5%, as well as what
the proportionate share of the net pension liability would be if it were calculated using a discount rate that is 1-percentage-point
lower (6.5%) or 1-percentage-point higher (8.5%) than the current rate (expressed in thousands):  

1% Decrease
in Discount
Rate (6.5%)

Discount Rate
(7.5%)

1% Increase in
Discount Rate

(8.5%)

Primary government - net pension liability $ 3,431,143 $ 2,248,729 $ 1,269,731
Nevada System of Higher Education - net pension liability 607,273 398,883 224,513
Colorado River Commission - net pension liability 9,140 5,994 3,379

Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net position is available in the
separately issued PERS’ report.

Payables to the Pension Plan – At June 30, 2019, the primary government reported payables to the defined benefit pension
plan of $16,726,066 for legally required employer contributions which had been withheld from employee wages but not yet
remitted to PERS.
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B. Legislators’ Retirement System of Nevada

Plan Description – The Legislators’ Retirement System (LRS) is a single-employer defined benefit pension plan established in
1967 by the Nevada Legislature (NRS 218C) and is governed by the Public Employees’ Retirement Board whose seven
members are appointed by the governor.  All State Legislators are members. LRS issues a publicly available financial report
that includes financial statements and the required supplementary information for the System.  LRS’ financial report may be
obtained from the Public Employees’ Retirement System, 693 West Nye Lane, Carson City, Nevada 89703. 

At June 30, 2018, the LRS pension plan membership consisted of:

Retirees and beneficiaries currently receiving benefits 72
Inactive vested members 10
Inactive non-vested members 33
Active members 30

Total 145

Pension Benefits – Benefits are determined by the number of years of accredited service at the time of retirement.  Service years
include the entire election term whether or not the Legislature is in session.  Benefits payments to which participants may be
entitled under the plan include pension and survivor benefits. Monthly benefit allowances are $25 for each year of service up to
30 years.

If a Legislator is newly elected after July 1, 1985, they must have at least 10 years of service, be age 60, and no longer be a
Legislator in order to retire without benefit reduction.  If a Legislator is no longer serving and has at least 10 years of service
but is under the age of 60, they can elect to wait to receive their benefit until the age of 60 or begin receiving a reduced benefit
prior to the age of 60. The minimum requirement for an unreduced benefit for a Legislator elected prior to July 1, 1985, is 8
years of accredited service at age 60.

Members are eligible for post-retirement benefit increases based on their effective date of membership. For members with an
effective date of membership before January 1, 2010, the lesser of:  (a) 2% per year following the third anniversary of the
commencement of benefits, 3% per year following the sixth anniversary, 3.5% per year following the ninth anniversary, 4% per
year following the twelfth anniversary and 5% per year following the fourteenth anniversary, or (b) the average percentage
increase in the Consumer Price Index (or other Board approved index) for the three preceding years.  In any event, a member’s
benefit must be increased by the percentages in (a) if it has not been increased at a rate greater than or equal to the average of
the Consumer Price Index (CPI) (All items) (or other Board approved index) for the period between retirement and the date of
increase.  For members with an effective date of membership on or after January 1, 2010, and prior to July 1, 2015, same as
above, except the increases in (a) above do not exceed 4% per year. For members with an effective date of membership on or
after July 1, 2015, 2% per year following the third through fifth anniversaries of the commencement of benefits; 2.5% per year
following the sixth through eighth anniversaries. On succeeding anniversaries, the annual increase shall be the lesser of 3% or
the CPI for the preceding calendar year. For future retirees, those hired prior to 2010 are assumed to reach the cap after 24
years of retirement.  Those hired in 2010 or later are assumed to reach the cap after 39 years of retirement.  Underlying all of
these assumptions is that CPI will grow over time at a rate of 3.5% per year.

Member and Employer Contributions - The employee contribution of 15% of compensation is paid by the employee only when
the Legislature is in session, as required by statute. The Legislature holds sessions every two years. Prior to 1985, the employee
contributions were matched by the employer.  The 1985 Legislators’ Retirement Act includes NRS 218C.390(2) which states,
“The Director of the Legislative Counsel Bureau shall pay to the Board from the Legislative Fund an amount as the contribution
of the State of Nevada as employer which is actuarially determined to be sufficient to provide the System with enough money to
pay all benefits for which the System will be liable.”  The Legislature appropriated $195,870 for fiscal years 2019 and 2020,
which is the required State contribution as determined by the actuary.  This amount was paid by the State of Nevada to the
Legislative fund during fiscal 2019, of which $97,935 (half) was recognized as employer contributions in the fiscal year 2019,
and the other half will be recognized as employer contributions in fiscal year 2020.  
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State contributions recognized as part of pension expense for the fiscal year ended June 30, 2019 were $97,935.

LRS’ basic funding policy provides for contributions by the State based on a biennial actuarial valuation prepared per NRS
281C.390(2).  The Actuarially Determined Employers’ Contribution (ADEC) includes the employer’s normal cost and a
provision for amortizing the Unfunded Actuarial Accrued Liability (UAAL). Beginning July 1, 2014, actuarial valuations are
done annually.  Effective with the January 1, 2009 valuation, the UAAL is amortized as a level dollar amount over a declining
amortization period of 20 years.  Any increases or decreases in the UAAL that arise in future years will be amortized over
separate 20-year periods.  In addition, the Actuarial Value of Assets (AVA) was limited to not less than 75% or greater than
125% of market value. The actuarial funding method used is the Entry Age Normal Cost Method.

Pension Liabilities, Pension Expenditure, Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions – At June 30, 2019, the State reported a net pension liability of $457,654.  The net pension liability was measured as
of June 30, 2018, and the total pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date.  

For the year ended June 30, 2019, the State recognized pension expenditure of $50,059.  At June 30, 2019, the State reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following sources (expressed in
thousands):

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Net difference between projected and actual earnings on pension plan investments $ 1 $ -
Differences between expected and actual experience 2 -
State contributionss subsequent to the measurement date 98 -

Total $ 101 $ -

Deferred outflows of resources of $97,935 for contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ended June 30, 2020. 

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows (expressed in thousands):

Year Ended June 30
2020 $ 53
2021 11
2022 (49)
2023 (12)
2024 -
Thereafter -

The following table presents the changes in the net pension liability for LRS for the year ended June 30, 2018 (expressed in
thousands):
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2018

Total pension liability
Service cost $ 30
Interest 373
Difference between expected and actual experience 47
Benefit payments, including refunds (460)

Net change in total pension liability (10)
Total pension liability - beginning 5,175

Total pension liability - ending (a) $ 5,165

Plan fiduciary net position
Contributions - employer $ 105
Contributions - plan member 20
Net investment income 397
Benefit payments, including refunds (460)
Administration expenses (72)
Other 73

Net change in plan fiduciary net position 63
Plan fiduciary net position - beginning 4,645

Plan fiduciary net position - ending (b) $ 4,708

Net pension liability - beginning $ 530
Net pension liability - ending (a) - (b) $ 457
Plan fiduciary net position as a percentage of total pension liability 91%
Covred payroll N/A
Net pension liability as a percentage of covered payroll N/A

Actuarial Assumptions – The State’s net pension liability was measured as of June 30, 2018, and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of that date.  The total pension liability was
determined using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation rate: 2.75%

Investment rate of return: 7.50%

Projected salary increases: 2.75%

Consumer price index: 2.75%

Other assumptions: Same as those used in the June 30, 2018 funding actuarial valuation

Mortality rates were based on the Headcount-Weighted RP-2014 Mortality Tables, projected to 2020 with Scale MP-2016, set
forward one year for spouses and beneficiaries. For ages less than 50, mortality rates are based on the Headcount-Weighted RP-
2014 Employee Mortality Tables. Those mortality rates are adjusted by the ratio of the mortality rate for members at age 50 to
the mortality at age 50 from the Employee mortality tables. The mortality rates are projected to 2020 with Scale MP-2016. The
RP-2014 Headcount-Weighted Mortality Tables, set forward one year for spouses and beneficiaries, reasonably reflect the
projected mortality experience of the Plan as of the measurement date. The additional projection of 6 years is a provision made
for future mortality improvement. No pre-retirement mortality is assumed. 

Actuarial assumptions used in the June 30, 2018 valuation were based on the results of the actuarial experience study for the
period July 1, 2012, through June 30, 2016.  

Investment Policy – The Retirement Board evaluates and establishes the investment portfolio target asset allocations and the
expected real rates of return (expected returns, net of investment expenses and inflation) for each asset class.  The Board
reviews these asset allocations and capital market expectations annually.   The System’s target asset allocations and current
long-term expected real rates of return for each asset class included in the fund’s investment portfolio as of June 30, 2018, are
included in the following table:

Asset Class Target Allocation

Long-term
Geometric

Expected Real
Rate of Return

U.S. stocks 49% 5.50%
International stocks 21% 5.75%
U.S. bonds 30% 0.25%
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Discount Rate – The discount rate used to measure the total pension liability was 7.5% as of June 30, 2018.  The projection of
cash flows used to determine the discount rate assumed that contributions from plan members will be made at the current
contribution rate and that contributions from employers will be made at contractually required rates, actuarially determined.
For this purpose, only employer contributions that are intended to fund benefits for current plan members and their beneficiaries
are included. Projected employer contributions that are intended to fund the service costs for future plan members and their
beneficiaries, as well as projected contributions from future plan members, are not included.  Based on those assumptions, the
pension plan’s fiduciary net position was projected to be available to make all projected future benefit payments for current
plan members.  Therefore, the long-term expected rate of return on pension plan investments was applied to all periods of
projected benefit payments to determine the total pension liability. 

Sensitivity of the Net Pension Liability to Changes in the Discount Rate – The following presents the net pension liability
calculated using the discount rate of 7.5%, as well as what the net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.5%) or 1-percentage-point higher (8.5%) than the current rate (expressed in
thousands):

1% Decrease
in Discount
Rate (6.5%)

Discount Rate
(7.5%)

1% Increase in
Discount Rate

(8.5%)

Net pension liability $ 901 $ 458 $ 77

Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net position is available in the
separately issued LRS report.

Payables to the Pension Plan – At June 30, 2019, the State had no payables to the defined benefit pension plan for legally
required employer contributions. 

C. Judicial Retirement System of Nevada

Plan Description – The Judicial Retirement System (JRS) is an agent multiple-employer defined benefit pension plan
established in 2001 by the Nevada Legislature (NRS 1A.160) and is governed by the Public Employees’ Retirement Board
whose seven members are appointed by the governor.  The JRS was established to provide benefits in the event of retirement,
disability, or death of justices of the Supreme Court, district judges, municipal court judges and justices of the peace, funded on
an actuarial reserve basis. JRS issues a publicly available financial report that includes financial statements and the required
supplementary information for the System.  JRS’ financial report may be obtained from the Public Employees’ Retirement
System, 693 West Nye Lane, Carson City, Nevada 89703. 

At June 30, 2018, the JRS pension plan membership consisted of:

Retirees and beneficiaries currently receiving benefits 73
Inactive vested members 4
Active members 113

Total 190

Pension Benefits - Benefits are paid according to various options contained in pertinent statutes, dependent upon whether a
member was serving as a Supreme Court justice or district judge before November 5, 2002. Retiring members who were
serving as a judge before November 5, 2002 may select among the two benefit options below.  Retiring members who began
serving as a justice or judge on or after November 5, 2002 may select only the first option below.  

Option 1 - 2003 Benefit Plan: Benefits, as required by statute, are computed at 3.4091% per year of accredited service at the
time of retirement times the member’s highest average compensation in any 36 consecutive months, to a maximum of 75%.
Benefit payments to which participants may be entitled under the plan include pension benefits, disability benefits and survivor
benefits.
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Option 2 – Previous Benefit Plan: Retiring members who were serving as a Supreme Court justice or district judge prior to
November 5, 2002 may select benefit payments computed at 4.1666% for each year of service, up to a total maximum of 22
years, times the member’s compensation for their last year of service.

Members who retired under the Previous Benefit Plan (plan in effect before November 5, 2002) and are appointed as senior
judges can earn service credit while receiving their pension payments.  They are eligible to have their benefit recalculated each
time they earn an additional year of service credit.

Members enrolled in the Judicial Retirement Plan on or after July 1, 2015 will receive 3.1591% for each year of service. Each
member is entitled to a benefit of not more than 75% and must contribute 50% of the contribution rate through payroll
deductions. 

Members of the System become fully vested after five years of service.  A member of the System is eligible for retirement at
age 65 with five years of service, at age 60 with ten years of service, or at any age with 30 years of service.  For those members
who were serving as a Supreme Court justice or district judge prior to November 5, 2002, and selected the second benefit
option, eligibility for retirement is at age 60 with five years of service.

Members enrolled on or after July 1, 2015, become fully vested after five years of service. Eligible retirement age is 65 with
five years of service, at age 62 with 10 years of service, age 55 with 30 years of service, and at any age with 33 1/3 years of
service. 

Member and Employer Contributions –The participating employers submit the percentage of compensation determined by the
actuary to pay the normal costs and administrative expenses. Also, the participating employers pay to the JRS an amount on the
unfunded liability which is actuarially determined to be sufficient to enable the JRS to pay all current benefits for which the JRS
is liable. 

JRS’ basic funding policy provides for contributions by the participating employers based on an actuarial valuation prepared
per Nevada Revised Statute (NRS 1A.180(1)). The amount of the annual contribution required to fund the System is comprised
of a normal cost payment and a payment on the Unfunded Actuarial Accrued Liability (UAAL).  Effective January 1, 2009,
UAAL is amortized over a year-by-year closed amortization period as a level percent of pay (3% payroll growth assumed)
where each amortization period will be set at 30 years for State judges (Supreme Court justices and district judges) and 20 years
for each non-state agency.  Any increases or decreases in UAAL that arise in future years will be amortized over separate 30-
year periods for State judges and 20-year periods for non-state judges. The actuarial funding method used is the Entry Age
Normal Cost Method.

The State’s annual actuarially determined contribution to fund the System at June 30, 2019 was $5,190,756 and the actual
contribution made was $4,743,909.

Pension Liability, Pension Expenditure, Deferred Outflows of Resources and Deferred Inflows of Resources Related to
Pensions – At June 30, 2019, the State reported a liability of $12,046,302 for its net pension liability for the JRS pension plan.
The net pension liability was measured as of June 30, 2018, and the total pension liability used to calculate the net pension
liability was determined by an actuarial valuation as of that date.  The State’s net pension liability was based on an individual
basis and based on the plan provisions and benefit accrual rates applicable to that individual.

For the year ended June 30, 2019, the State recognized pension expenditure of $2,907,983.  At June 30, 2019, the State
reported deferred outflows of resources and deferred inflows of resources related to pensions from the following sources
(expressed in thousands):

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Differences between expected and actual experience $ 770 $ (5,127)
Change of assumptions 39 -
Net difference between projected and actual earnings on pension plan investments - (114)
Changes in proportion and differences between State contributions and proportionate share of

contributions 102 (153)
State contributions subsequent to the measurement date 4,744 -

Total $ 5,655 $ (5,394)
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Deferred outflows of resources of $4,743,909 for contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ended June 30, 2020. 

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows (expressed in thousands):

Year Ended June 30:
2020 $ (454)
2021 (1,142)
2022 (1,752)
2023 (848)
2024 -
Thereafter -

The following table presents the changes in the net pension liability for JRS for the year ended June 30, 2018 (expressed in
thousands):

2018

Total pension liability
Service cost $ 4,231
Interest 10,141
Differences between expected and actual experience (5,065)
Benefit payments, including refunds (5,657)
Other 515

Net change in total pension liability 4,165
Total pension liability - beginning 133,561

Total pension liability - ending (a) $ 137,726

Plan fiduciary net position
Contributions - employer $ 5,307
Employee purchase of service 115
Net investment income 9,696
Benefit payments, including refunds (5,657)
Administrative expenses (101)
Other 515

Net change in plan fiduciary net position 9,875
Plan fiduciary net position - beginning 114,499

Plan fiduciary net position - ending (b) $ 124,374

Net pension liability - beginning $ 19,062
Net pension liability - ending (a) - (b) $ 13,352
Plan fiduciary net position as a percentage of total pension liability 90%
Covered payroll (measurement as of end of fiscal year) $ 20,451
Net pension liability as a percentage of covered payroll 65%

Actuarial Assumptions – The State’s net pension liability was measured as of June 30, 2018, and the total pension liability used
to calculate the net pension liability was determined by an actuarial valuation as of that date.  The total pension liability was
determined using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation rate: 2.75%

Investment rate of return: 7.50%

Projected salary increases: 3.00% to 8.00%, varying by service

Consumer Price Index: 2.75%

Other assumptions: Same as those used in the June 30, 2018 funding actuarial valuation

Post-Retirement mortality rates were based on Headcount-Weighted RP-2014 Healthy Annuitant Mortality Tables, projected to
2020 with Scale MP-2016, set forward one year for spouses and beneficiaries. For ages less than 50, mortality rates are based
on the Headcount-Weighted RP-2014 Employee Mortality Tables. Those mortality rates are adjusted by the ratio of the
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mortality rate for members at age 50 to the mortality at age 50 from the Employee mortality tables. The motality rates are then
projected to 2020 with Scale MP-2016. Pre-Retirement mortality rates were based on Headcount-Weighted RP-2014 Employee
Mortality Tables, projected to 2020 with Scale MP-2016.

The actuarial assumptions used in the June 30, 2018 valuation were based on the results of the actuarial experience study for the
period July 1, 2012, through June 30, 2016.  

Investment Policy – The Retirement Board evaluates and establishes the investment portfolio target asset allocations and the
expected real rates of return (expected returns, net of investment expenses and inflation) for each asset class.  The Board
reviews these asset allocations and capital market expectations annually.   The System’s target asset allocations and current
long-term expected real rates of return for each asset class included in the fund’s investment portfolio as of June 30, 2018, are
included in the following table:

Asset Class Target Allocation

Long-term
Expected

Arithmetic Real
Rate of Return

U.S. stocks 49% 6.60%
International stocks 21% 7.37%
U.S. bonds 30% 0.36%

Discount Rate – The discount rate used to measure the total pension liability was 7.5% as of June 30, 2018.  The projection of
cash flows used to determine the discount rate assumed that contributions will be made monthly at the current contribution rate
and the payment to amortize the unfunded actuarial liability is assumed to be paid at the end of the year for State and monthly
for non-state agencies. Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to
make all projected future benefit payments for current plan members.  Therefore, the long-term expected rate of return on
pension plan investments was applied to all periods of projected benefit payments to determine the total pension liability.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate – The following presents the State’s proportionate
share of the net pension liability using the discount rate of 7.5%, as well as what the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (6.5%) or 1-percentage-point higher (8.5%) than the current
rate (expressed in thousands):  

1% Decrease
in Discount
Rate (6.5%)

Discount Rate
(7.5%)

1% Increase in
Discount Rate

(8.5%)

Net pension liability $ 26,181 $ 12,046 $ 49

Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net position is available in the
separately issued JRS report.

Payables to the Pension Plan – At June 30, 2019, the State reported payables to the defined benefit pension plan of $245,991
for legally required employer contributions not yet remitted to JRS.

Note 11. Postemployment Benefits Other than Pensions (OPEB)

For purposes of measuring the State’s net OPEB liability, deferred outflows of resources and deferred inflows of resources
related to OPEB, and OPEB expense, information about the fiduciary net position of the State’s OPEB plan and additions
to/deductions from the OPEB plan’s fiduciary net position have been determined on the same basis as they are reported by the
plan. For this purpose, employer contributions are recognized when due and the employer has made a formal commitment to
provide the contributions. Benefits and refunds are recognized when due and payable in accordance with the terms of the plan.
Plan assets are reported at fair value.
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Plan description – Officers and employees of the State of Nevada and of certain other participating local governmental
agencies within the State of Nevada are provided with OPEB through the Nevada Public Employees’ Benefits Program (PEBP),
a multiple-employer cost-sharing defined postemployment benefit plan. The program is administered by the PEBP Board,
whose ten members are appointed by the governor. NRS 287.023 provides officers and employees eligible to be covered by any
group insurance, plan of benefits or medical and hospital service established pursuant to NRS 287 the option upon retirement to
cancel or continue any such coverage. The cost to administer the program is financed through the contributions and investment
earnings of the plan. NRS 287.043 grants the PEBP Board the authority to establish and amend the benefit terms of the
program. PEBP issues a publicly available financial report that includes financial statements and the required supplementary
information for the plan. That report may be obtained from Public Employees’ Benefits Program, 901 South Stewart Street,
Suite 1001, Carson City, NV 89701.

Benefits provided – Benefits other than pensions are provided to eligible retirees and their dependents through the payment of
subsidies from the State Retirees’ Health & Welfare Benefits Fund. The “base” subsidy rates are set by PEBP and approved by
the Legislature and vary depending on the number of dependents and the medical plan selected. These subsidy rates are
subtracted from the premium to arrive at the “participant premium”. The “years of service” subsidy rates are then used to adjust
the “participant premium” based on years of service. The current subsidy rates can be found on the PEBP website at
www.pebp.state.nv.us. Benefits include health, prescription drug, dental and life insurance coverage.  As required by statute,
benefits are determined by the number of years of service at the time of retirement and the individual’s initial date of hire.
Officers and employees hired after December 31, 2011 are not eligible to receive subsidies to reduce premiums. The following
individuals and their dependents are eligible to receive subsidies from the Retirees’ Fund:

Any PEBP covered retiree with State service whose last employer was the State or a participating local government entity and
who:

 Was initially hired by the State prior to January 1, 2010 and has at least five years of public service; or

 Was initially hired by the State on or after January 1, 2010, but before January 1, 2012 and has at least fifteen years

of public service; or

 Was initially hired by the State on or after January 1, 2010, but before January 1, 2012 and has at least five years

of public service and has a disability; or

 Any PEBP covered retiree with State service whose last employer was not the State or a participating local

government entity and who has been continuously covered under PEBP as a retiree since November 30, 2008.

State service is defined as employment with any Nevada State agency, the Nevada System of Higher Education and any State
Board or Commission. Participating local government entity is defined as a county, school district, municipal corporation,
political subdivision, public corporation or other local governmental agency that has an agreement in effect with PEBP to
obtain group insurance.

Contributions – The State Retirees’ Health and Welfare Benefits Fund (Retirees’ Fund) was established in 2007 by the Nevada
Legislature as an irrevocable trust fund to account for the financial assets designated to offset the portion of current and future
costs of health and welfare benefits paid on behalf of State retirees (NRS 287.0436). The money in the Retirees’ Fund belongs
to the officers, employees and retirees of the State of Nevada in aggregate; neither the State nor the governing body of any
county, school district, municipal corporation, political subdivision, public corporation or other local governmental agency of
the State, nor any single officer, employee or retiree of any such entity has any right to the money in the Retirees’ Fund. 

The authority for establishing an assessment to pay for a portion of the cost of premiums or contributions for the program is in
statute. According to NRS 287.046 the Office of Finance shall establish an assessment that is to be used to pay for a portion of
the cost of premiums or contributions for the Program for persons who were initially hired before January 1, 2012, and have
retired with State service. The money assessed must be deposited into the Retirees’ Fund and must be based upon an amount
approved by the Legislature each session to pay for a portion of the current and future health and welfare benefits for persons
who retired before January 1, 1994, or for persons who retire on or after January 1, 1994, as adjusted by the years of service
subsidy rates. The required contribution rate for employers (the retired employees group insurance rate), as a percentage of
covered-employee payroll, for the fiscal year ended June 30, 2018 was 2.35%. Contributions recognized as part of OPEB
expense for the current fiscal year ended June 30, 2019 were $24,757,967 for the primary government, $16,656,000 for the
Nevada System of Higher Education, and $69,279 for the Colorado River Commission. 
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OPEB Liabilities, OPEB Expenditure/Expense, Deferred Outflows of Resources and Deferred Inflows of Resources related to
OPEB - Primary Government - At June 30, 2019, the State reported a liability of $793,089,012, for its proportionate share of
the collective net OPEB liability. The collective net OPEB liability was measured as of July 1, 2018, and the total OPEB
liability used to calculate the collective net OPEB liability was determined by an actuarial valuation as of January 1, 2018. The
State’s proportion of the collective net OPEB liability was based on the State’s share of contributions in the OPEB plan relative
to the total contributions of all participating OPEB employers and members. At June 30, 2019, the State’s proportion was
59.88% a decrease of 1.55% from its proportion measured at June 30, 2018.

For the year ended June 30, 2019, the State recognized OPEB expenditure of $19,693,278 and OPEB expense of $1,092,859.
At June 30, 2019, the State reported deferred outflows of resources and deferred inflows of resources related to OPEB from the
following sources (expressed in thousands):

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Changes of assumptions $ - $ 53,080
Net Differences between projected and actual investment earnings on OPEB plan investments - 98
Contributions subsequent to the measurement date 24,758 -

Total $ 24,758 $ 53,178

Of the total amount reported as deferred outflows of resources related to OPEB, $24,757,967 resulting from State contributions
subsequent to the measurement date and before the end of the fiscal year will be included as a reduction of the collective net
OPEB liability in the year ended June 30, 2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized
in OPEB expense as follows (expressed in thousands): 

Year Ended June 30:
2020 $ (17,461)
2021 (17,461)
2022 (14,642)
2023 (3,614)
2024 -
Thereafter -

OPEB Liabilities, OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of Resources related to OPEB -
Nevada System of Higher Education (NSHE) - At June 30, 2019, the NSHE reported a liability of $518,254,000, for its
proportionate share of the collective net OPEB liability. The collective net OPEB liability was measured as of July 1, 2018, and
the total OPEB liability used to calculate the collective net OPEB liability was determined by an actuarial valuation as of
January 1, 2018. The NSHE’s proportion of the collective net OPEB liability was based on the NSHE’s share of contributions
in the OPEB plan relative to the total contributions of all participating OPEB employers and members. At June 30, 2019, the
NSHE’s proportion was 39.13% an increase of 1.54% from its proportion measured at June 30, 2018.

For the year ended June 30, 2019, the NSHE recognized OPEB expense of $32,401,000. At June 30, 2019, the NSHE reported
deferred outflows of resources and deferred inflows of resources related to OPEB from the following sources (expressed in
thousands):

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Changes of assumptions $ - $ 34,686
Net Differences between projected and actual investment earnings on OPEB plan investments - 64
Contributions subsequent to the measurement date 16,656 -

Total $ 16,656 $ 34,750
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Of the total amount reported as deferred outflows of resources related to OPEB, $16,656,000 resulting from NSHE
contributions subsequent to the measurement date and before the end of the fiscal year will be included as a reduction of the
collective net OPEB liability in the year ended June 30, 2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized
in OPEB expense as follows (expressed in thousands): 

Year Ended June 30:
2020 $ (11,410)
2021 (11,410)
2022 (9,568)
2023 (2,362)
2024 -
Thereafter -

OPEB Liabilities, OPEB Expense, Deferred Outflows of Resources and Deferred Inflows of Resources related to OPEB -
Colorado River Commission (CRC) - At June 30, 2019, the CRC reported a liability of $2,218,398, for its proportionate share
of the collective net OPEB liability. The collective net OPEB liability was measured as of July 1, 2018, and the total OPEB
liability used to calculate the collective net OPEB liability was determined by an actuarial valuation as of January 1, 2018. The
CRC’s proportion of the collective net OPEB liability was based on the CRC’s share of contributions in the OPEB plan relative
to the total contributions of all participating OPEB employers and members. At June 30, 2019, the CRC’s proportion was
0.1675% a decrease of 0.0065% from its proportion measured at June 30, 2018.

For the year ended June 30, 2019, the CRC recognized OPEB expense of $118,034. At June 30, 2019, the CRC reported
deferred outflows of resources and deferred inflows of resources related to OPEB from the following sources (expressed in
thousands):

Deferred
Outflows of
Resources

Deferred
Inflows of
Resources

Changes of assumptions $ - $ 148
Net Differences between projected and actual investment earnings on OPEB plan investments - 1
Contributions subsequent to the measurement date 69 -

Total $ 69 $ 149

Of the total amount reported as deferred outflows of resources related to OPEB, $69,279 resulting from CRC contributions
subsequent to the measurement date and before the end of the fiscal year will be included as a reduction of the collective net
OPEB liability in the year ended June 30, 2020.

Other amounts reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be recognized
in OPEB expense as follows (expressed in thousands): 

Year Ended June 30:
2020 $ (39)
2021 (39)
2022 (39)
2023 (31)
2024 -
Thereafter -

Actuarial Assumptions – The total OPEB liability was determined by an actuarial valuation as of January 1, 2018, using the
following actuarial assumptions, applied to all periods included in the measurement, unless otherwise specified:
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Inflation: 2.50%
Salary increases: 0.50% productivity pay increase, 2.73% average promotional and merit salary

increase
Investment rate of return: 3.87% based on a 20-Year Municipal Bond Index
Healthcare cost trend rates: 7.00% initially, decreasing to a 4.50% long-term trend rate after seven years

Regular mortality rates were based on the RP-2000 Combined Healthy Mortality projected to 2014 with Scale AA, set back one
year for females. Police/Fire mortality rates were based on the RP-2000 Combined Healthy Mortality projected to 2014 with
Scale AA, set forward one year. Disabled mortality rates were based on the RP-2000 Disabled Retiree Mortality projected to
2014 with Scale AA, set forward three years.

The actuarial assumptions used in the January 1, 2018 valuation were based upon certain demographic and other actuarial
assumptions as recommended by the actuary Aon, in conjunction with the State and guidance from the GASB statement.

Discount Rate – The discount rate used to measure the total OPEB liability was 3.87% up from 3.58% in the prior year, which
is consistent with a 20-Year Municipal Bond Index. The Bond Buyer General Obligation 20-Bond Municipal Bond Index is
used for the determination of the discount rate. The assets in the trust as of June 30, 2018 are less than the expected benefit
payments in the first year; therefore, the crossover period is assumed to be in the first year, which provides additional support
for continuing the discount rate at the 20-Year Municipal Bond Index rate.

Sensitivity of the Proportionate Share of the Collective Net OPEB Liability to Changes in the Discount Rate – The following
presents the proportionate share of the collective net OPEB liability, as well as what the proportionate share of the collective
net OPEB liability would be if it were calculated using a discount rate that is 1-percentage-point lower or 1-percentage-point
higher than the current discount rate (expressed in thousands):

1% Decrease in
Discount Rate

(2.87%)
Discount Rate

(3.87%)

1% Increase in
Discount Rate

(4.87%)

State's proportionate share of the collective net OPEB liability $ 873,844 $ 793,089 $ 722,907

NSHE's proportionate share of the collective net OPEB liability 571,024 518,254 472,392

CRC's proportionate share of the collective net OPEB liability 2,444 2,218 2,022

Sensitivity of the Proportionate Share of the Collective Net OPEB Liability to Changes in the Healthcare Cost Trend Rates –
The following presents the proportionate share of the collective net OPEB liability, as well as what the proportionate share of
the collective net OPEB liability would be if it were calculated using healthcare cost trend rates that are 1-percentage-point
lower or 1-percentage-point higher than the current healthcare cost trend rates (expressed in thousands): 

1% Decrease
Healthcare Cost

Trend Rates 1% Increase

State's proportionate share of the collective net OPEB liability $ 739,768 $ 793,089 $ 856,038

NSHE's proportionate share of the collective net OPEB liability 483,410 518,254 559,388

CRC's proportionate share of the collective net OPEB liability 2,069 2,218 2,394

OPEB plan Fiduciary Net Position – Detailed information about the OPEB plan’s fiduciary net position is available in the
separately issued PEBP financial report.

Payables to the OPEB Plan – At June 30, 2019, the primary government and the NSHE reported payables to the defined
benefit OPEB plan of $159,406 and $1,532,000, respectively, for statutorily required employer contributions which had been
assessed on employee salaries but not yet remitted to the Retirees’ Fund.
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Note 12. Risk Management

The State of Nevada established the Self-Insurance and Insurance Premiums funds in 1983 and 1979, respectively.  Both funds
are classified as internal service funds.

Interfund premiums are reported as interfund services provided and used.  All State funds participate in the insurance program.
Changes in the claims liabilities during the past two fiscal years were as follows (expressed in thousands):

Self-Insurance
Insurance
Premiums

Balance June 30, 2017 $ 68,669 $ 65,725
Claims and changes in estimates 227,863 11,657
Claim payments (224,849) (16,191)

Balance June 30, 2018 71,683 61,191
Claims and changes in estimates 314,547 13,949
Claim payments (291,349) (13,802)

Balance June 30, 2019 $ 94,881 $ 61,338

Due Within One Year $ 94,881 $ 17,568

In accordance with GASB, a liability for claims is reported if information received before the issuance of the financial
statements indicates it is probable a liability has been incurred at the date of the financial statements and the amount of the loss
can be reasonably estimated.  These liabilities include incremental claims adjustment costs.  A reserve for losses has been
established in both funds to account for these liabilities and is included in the liability section of the Statement of Net Position.

There was no insurance coverage for excess liability insurance.  

There are several pending lawsuits or unresolved disputes involving the State or its representatives at June 30, 2019. The
estimated liability for these claims has been factored into the calculation of the reserve for losses and loss adjustment expenses
developed.

A. Self-Insurance Fund

The Self-Insurance Fund administers the group health, life and disability insurance for covered employees, both active and
retired, of the State and certain other participating public employers within the State.  All public employers in the State are
eligible to participate in the activities of the Self-Insurance Fund and currently, in addition to the State, there are four public
employers whose employees are covered under the plan.  Additionally, all retirees of public employers contracted with the Self-
Insurance Fund to provide coverage to their active employees are eligible to join the program subsequent to their retirement.
Public employers are required to subsidize their retirees who participate in the plan in the same manner the State subsidizes its
retirees.  Currently, the State, the Nevada System of Higher Education and one hundred sixty-five public employers are billed
for retiree subsidies.  The Self-Insurance Fund is overseen by the Public Employees’ Benefit Program Board.  The Board is
composed of ten members, nine members appointed by the Governor, and the Director of the Department of Administration or
their designee.

The Self-Insurance Fund is self-insured for medical, dental, vision, mental health and substance abuse benefits and assumes all
risk for claims incurred by plan participants.  Fully insured HMO products are also offered.  Long-term disability and life
insurance benefits are fully insured by outside carriers.  For the self-insured benefits, fund rate-setting policies have been
established after consultation with an actuary.  The participating public employers, with the exception of the State, are not
subject to supplemental assessment in the event of deficiencies.

The management of the Self-Insurance Fund establishes claims liabilities based on estimates of the ultimate cost of claims
(including future claim adjustment expenses) that have been reported but not settled and of claims that have been incurred but
not reported and the unused portion of the Health Reimbursement Arrangement (HRA) liability.  Because actual claims costs
depend on such complex factors as inflation, changes in doctrines of legal liability and damage awards, the process used in
computing claims liabilities does not necessarily result in an exact amount.  Upon consultation with an actuary, claims liabilities
are recomputed annually using a variety of actuarial and statistical techniques to produce current estimates that reflect recent
settlements, claim frequency and other economic and social factors.  A provision for inflation in the calculation of estimated
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future claims costs is implicit in the calculation, because reliance is placed both on actual historical data that reflect past
inflation and on other factors that are considered to be appropriate modifiers of past experience.  Adjustments to claims
liabilities are charged or credited to expense in the periods in which claims are made.

B. Insurance Premiums Fund

The Insurance Premiums Fund provides general, civil (tort), and auto liability insurance to State agencies, workers’
compensation insurance for State employees excluding NSHE, and auto physical damage and property insurance for State
agencies.

For the period beginning January 1, 2001, and for each calendar year thereafter, the Fund purchased a high deductible policy
for workers’ compensation.  Liabilities in the amount of $48,062,915 as of June 30, 2019 were determined using standard
actuarial techniques as estimates for the case, reserves, incurred but not reported losses and allocated loss adjustment expenses
under the plan as of June 30, 2019. 

The Fund is financed by the State.  The State has a maximum exposure of $50,000 through October 1, 2007, $75,000 through
October 1, 2011 and $100,000 thereafter for each general liability claim, with the exception of claims that are filed in other
jurisdictions, namely, federal court.  Those claims filed in federal court are not subject to the limit.  Per State statute, if, as the
result of future general liability or catastrophic losses, fund resources are exhausted, coverage is first provided by the reserve
for statutory contingency account and would then revert to the General Fund.

The Fund is fully self-insured for general, civil and vehicle liability.  The Fund is also self-insured for comprehensive and
collision loss to automobiles, self-insured to $250,000 for property loss with commercial insurance purchased to cover the
excess above this amount, and commercially insured for losses to boilers and machinery and certain other risks.   

At June 30, 2019, incurred but not reported claims liability for general, civil and auto liability insurance is based upon standard
actuarial techniques, which take into account financial data, loss experience of other self-insurance programs and the insurance
industry, the development of known claims, estimates of the cost of reported claims, incurred but not reported claims, and
allocated loss adjustment expenses.  The incurred but not reported claims liability for property casualty insurance is based upon
the estimated cost to replace damaged property.  The liability for estimated losses from reported and unreported claims in
excess of the amounts paid for the workers’ compensation policies is determined using standard actuarial techniques, which
take into account claims history and loss development factors for similar entities. Incurred but not reported claims liabilities are
included in the reserve for losses.

The State is contingently liable for the cost of post retirement heart, lung and cancer disease benefits payable under the Nevada
Occupational Disease Act.  Any fireman or police officer that satisfies the two-year employment period under this act is eligible
for coverage under Workers’ Compensation for heart and lung disease.  Any fireman that satisfies the five-year employment
period under this act is eligible for coverage under Workers’ Compensation for cancer disease.  A range of estimated losses
from $5,949,500 to $21,172,400 for heart disease, $7,168,130 for lung disease and $6,587,260 for cancer disease have been
determined using standard actuarial techniques.  Due to the high degree of uncertainty surrounding this coverage, no accrual for
these losses is reflected in the financial statements. 

Loss reserve estimates are inherently uncertain because the ultimate amount the Fund will pay for many of the claims it has
incurred as of the balance sheet date will not be known for many years. The estimate of loss reserves is intended to equal the
difference between the expected ultimate losses of all claims that have occurred as of a balance sheet date and amounts already
paid. The Fund establishes loss reserves based on its own analysis of emerging claims and review of the results of actuarial
projections. The Fund’s aggregate carried reserve for unpaid losses is the sum of its reserves for each accident year and
represents its best estimate of outstanding loss reserves. 

At June 30, 2019 total liabilities and deferred inflows of resources exceeded total assets and deferred outflows of resources by
$42,999,124.  The Fund is liable for approximately $45,000,000 as of June 30, 2019 in potential claims settlements, which have
yet to be funded through premium contributions.  As NRS 331.187 provides that if money in the Fund is insufficient to pay a
tort claim, the claim is to be paid from the reserve for statutory contingency account, and, as management assesses premiums to
cover current claims payments, management believes that this provides the opportunity for the Fund to satisfy these liabilities.
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Note 13. Fund Balances and Net Position

A. Net Position-Restricted by Enabling Legislation
The government-wide statement of net position reports $3,949,688,000 of net position-restricted for the primary government, of
which $139,222,886 is restricted by enabling legislation.

B. Governmental Fund Balances
Governmental fund balances are classified as nonspendable, restricted, committed, assigned and/or unassigned based primarily
on the extent to which the State is bound to observe constraints imposed on the use of the resources of the fund. A summary of
governmental fund balances at June 30, 2019, is shown below (expressed in thousands):

Major Governmental Funds

General Fund State Highway
Municipal

Bond Bank
Permanent

School Fund

Nonmajor
Governmental

Funds
Total

Governmental

Fund balances:
Nonspendable:

Long term notes/loans receivable $ 14,966 $ - $ - $ - $ - $ 14,966
Inventory 6,427 16,031 - - 365 22,823
Advances 4,869 - - - - 4,869
Prepaid items 3,945 396 - - 95 4,436
Permanent fund principal - - - 366,704 30 366,734

Restricted for:
Administration 128 - - - 6,682 6,810
Agriculture 456 - - - - 456
Business and industry 10,270 - - - 21,862 32,132
Capital projects - - - - 66,178 66,178
Conservation and natural resources 35,590 - - - 4,895 40,485
Corrections 12 - - - 20,571 20,583
Debt service - - - - 26,635 26,635
Economic development 2,148 - - - - 2,148
Education K-12 579 - - - - 579
Elected officials 2,328 - - - - 2,328
Gaming control 9,655 - - - - 9,655
Health and human services 1,963 - - - 13,427 15,390
Motor vehicles - 60,227 - - - 60,227
Other purposes - - - - 7,239 7,239
Public safety 1,487 21,335 - - - 22,822
Transportation - 318,289 - - - 318,289
Veteran's services 1,215 - - - - 1,215
Wildlife 13,780 - - - - 13,780

Committed to:
Administration 11,902 - - - - 11,902
Agriculture 6,628 - - - 839 7,467
Business and Industry 38,414 - - - 5,697 44,111
Capital projects - - - - 51,434 51,434
Conservation and natural resources 103,589 - - - 8,208 111,797
Corrections 5,553 - - - - 5,553
Debt service - - 89,080 - 154,445 243,525
Economic development 11,873 - - - 6,165 18,038
Education K-12 39,130 - - - - 39,130
Elected Officials 103,558 - - - 2,273 105,831
Employment and training 4,285 - - - - 4,285
Fiscal emergency 356,723 - - - - 356,723
Gaming control 7,898 - - - - 7,898
Health and human services 52,645 - - - 1,392 54,037
Judicial 6,292 - - - - 6,292
Legislative 100,486 - - - - 100,486
Military 346 - - - - 346
Motor vehicles 2,306 - - - - 2,306
Other purposes 6,388 - - - - 6,388
Public safety 17,380 2,228 - - - 19,608
Silver state health insurance 10,565 - - - - 10,565
Social services - - - - 40,022 40,022
Tobacco setlement program - - - - 77,893 77,893
Taxation 5,016 - - - - 5,016
Transportation - 43,676 - - - 43,676
Veteran's services 5,646 - - - - 5,646
Wildlife 19,123 - - - - 19,123

Unassigned: (216,877) - - - - (216,877)

Total fund balances $ 808,687 $ 462,182 $ 89,080 $ 366,704 $ 516,347 $ 2,243,000
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C. Individual Fund Deficit

Nonmajor Enterprise Funds:
Insurance Administration and Enforcement - The Insurance Administration and Enforcement Fund accounts for activities
related to the administration and enforcement of the Nevada Insurance Code and other laws and regulations enforced by the
Department of Business and Industry Division of Insurance. The fund recorded a decrease  in net position of $673,933 for the
year ended June 30, 2019, resulting in a negative net position of $7,847,164 at June 30, 2019.

Nevada Magazine – The Nevada Magazine Fund accounts for the operation of the publication, Nevada Magazine, which is
published to promote tourism. The fund recorded an increase in net position of $111,306  for the year ended June 30, 2019,
resulting in a  negative net position of $1,145,262  at June 30, 2019.

Internal Service Funds:
Buildings and Grounds – The Buildings and Grounds Fund accounts for the maintenance, housekeeping and security of most
State buildings. The fund recorded an increase in net position of $915,187 for the year ended June 30, 2019, resulting in a
negative net position of $5,775,949 at June 30, 2019.

Communications – The Communications Fund accounts for the operation of mail services for State agencies in Carson City,
Reno, Las Vegas and Elko. The fund recorded an increase in net position of $18,223 for the year ended June 30, 2019, resulting
in a negative net position of $1,057,912 at June 30, 2019.

Insurance Premiums – The Insurance Premiums Fund allocates the cost of fidelity insurance, property insurance and workers’
compensation insurance to State agencies. The fund recorded an increase in net position of $1,951,264 for the year ended June
30, 2019, resulting in a negative net position of $42,999,124 at June 30, 2019.

Administrative Services – The Administrative Services Fund provides administrative and accounting services to various
divisions of the Department of Administration. The fund recorded an increase in net position of $6,701 for the year ended June
30, 2019, resulting in a negative net position of $3,822,912 at June 30, 2019.

Personnel – The Personnel Fund accounts for the costs of administering the State personnel system. The fund recorded an
increase in net position of $930,310 for the year ended June 30, 2019, resulting in a negative net position of $7,392,179 at June
30, 2019.

Purchasing – The Purchasing Fund provides purchasing services to State agencies and other governmental units. The fund
recorded a decrease in net position of $21,712 for the year ended June 30, 2019, resulting in a negative net position of
$2,399,351 at June 30, 2019.

Information Services – The Information Services Fund accounts for designing, programming, and maintaining data processing
software and also operating the State’s central computer facility, radio communication and telecommunication systems. The
fund recorded a decrease in net position of $5,937,747 for the year ended June 30, 2019, resulting in a negative net position of
$20,476,783 at June 30, 2019.

Note 14. Principal Tax Revenues

The principal taxing authorities for the State of Nevada are the Nevada Tax Commission and the Nevada Gaming Commission.

The Nevada Tax Commission was created under NRS 360.010 and is the taxing and collecting authority for most non-gaming
taxes. The following are the primary non-gaming tax revenues:
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Sales and Use Taxes are imposed at a minimum rate of 6.85%, with county and local option up to an additional 1.40%, on
all taxable sales and taxable items of use. The State receives tax revenue of 2% of total sales with the balance distributed to
local governmental entities and school districts.

Modified Business Tax is imposed at different rates for businesses, financial institutions and mining.  Businesses other than
financial institutions and mining are assessed a tax at a rate of 1.475% per calendar quarter for amounts the wages exceed
$50,000. Modified Business Tax is imposed on financial institutions and mining at 2% on gross wages paid by the employer
during the calendar quarter. There is an allowable deduction from the gross wages for amounts paid by the employer for
qualified health insurance or a qualified health benefit plan.

Insurance Premium Tax is imposed at 3.5% on insurance premiums written in Nevada.  A “Home Office Credit” is given to
insurance companies with home or regional offices in Nevada.

Motor Vehicle Fuel Tax is levied at 24.805 cents per gallon on gasoline and gasohol sales.  17.65 cents of the tax goes to the
State Highway Fund, .75 cents goes to the Cleaning Up Petroleum Discharges Fund, .055 cents goes to the General Fund
and the remaining 6.35 cents goes to the counties. The counties have an option to levy up to an additional 9 cents per gallon.

Cigarette Tax is imposed at a rate of 90 mills per cigarette.  A tax on tobacco products, other than cigarettes, is imposed at a
rate of 30% of the wholesale price.

Commerce Tax is imposed upon each business entity whose Nevada gross revenue in a taxable year exceeds $4 million.
The business entity is entitled to deduct certain amounts.  The tax rate is based on the primary business industry
classification.  

Lodging Tax is imposed at a rate of at least 1% of the gross receipts from the rental of transient lodging with three-eighths
of the first 1% paid to the State for the Tourism Promotion Fund.  In counties with populations greater than 300,000, an
additional tax of up to 3% is remitted to the State for distribution to the State Supplemental School Support Account.

Other Sources of tax revenues include: Controlled Substance Tax, Jet Fuel, Liquor Tax, Live Entertainment Tax (non-
gaming establishments), Business License Fees, Motor Carrier Fees, Motor Vehicle Registration Fees, Net Proceeds of
Minerals Tax, Property Tax, Real Property Transfer Tax, Short-Term Lessor Fees, Tire Tax and Marijuana Excise Tax.

The Nevada Gaming Commission was created under NRS 463.022 and is charged with collecting State gaming taxes and fees.
The following sources account for gaming tax revenues:  

Percentage Fees are the largest of several State levies on gaming. They are based upon gross revenue and are collected
monthly.  The fee is applied on a graduated basis at the following monthly rates: 3.5% of the first $50,000 of gross revenue;
4.5% of the next $84,000 of gross revenue; and 6.75% of the gross revenue in excess of $134,000. 

Live Entertainment Taxes are imposed at a rate of 9% on admission to a facility where live entertainment is provided with
an occupancy over 200.  Live entertainment provided by escort services is also subject to the tax.

Flat Fee Collections are levied on the number of gambling games and slot machines operated.  Licensees pay fees at
variable rates on the number of gaming devices operated per quarter.

Other Sources of gaming tax revenues include: Unredeemed Slot Machine Wagering Vouchers, Annual State Slot Machine
Taxes, Annual License Fees and Miscellaneous Collections, which consists of penalties and fines, manufacturer’s,
distributor’s and slot route operator’s fees, advance payments, race wire fees, pari-mutuel wagering tax and other nominal
miscellaneous items.
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Note 15. Works of Art and Historical Treasures

The State possesses certain works of art, historical treasures, and similar assets that are not included in the capital assets shown
in Note 7. The mission of the Lost City Museum in Overton is to study, preserve, and protect prehistoric Pueblo sites found in
the Moapa Valley and adjacent areas and to interpret these sites through exhibits and public programs. In Reno, the Nevada
Historical Society exhibits and maintains a large number of historical collections preserving the cultural heritage of Nevada.
These collections are divided into four sections: library, manuscripts, photography, and museum. The Nevada State Museum in
Carson City collects, preserves, and documents three general types of collections: anthropology, history, and natural history as
it relates to Nevada and the Great Basin. The mission of the Nevada State Museum, Las Vegas, is to inspire and educate a
diverse public about the history and natural history of Nevada. Its major collections include transportation, mining, and tourism
as well as daily artifacts such as clothing, historical correspondence, business records, and photography. The Nevada State
Railroad Museum, which is located in Carson City, is dedicated to educating visitors and the community through the collection,
preservation and interpretation of objects directly related to railroads and railroading in Nevada. The East Ely Depot Museum,
located in the historic Nevada Northern Railroad Depot building, exhibits artifacts, documents, and photographs of early
Eastern Nevada mining and railroad transportation. In Boulder City, the Nevada State Railroad Museum displays and operates
locomotives.  The Nevada Arts Council with locations in Carson City and Las Vegas exhibits artwork. Its mission is to enrich
the cultural life of the State and make excellence in the arts accessible to all Nevadans. 

These collections are not capitalized by the State because they are:  

 Held for public exhibition, education or research in furtherance of public service, rather than financial gain,

 Protected, kept unencumbered, cared for and preserved, and

 Subject to an organizational policy that requires the proceeds from sales of collection items to be used to acquire other items

for collections.

Note 16. Tax Abatements

Abatement of Taxes on Business: The Governor’s Office of Economic Development (GOED) provides multiple tax
abatement programs to incentivize business development in Nevada. GOED promotes a robust, diversified and prosperous
economy to attract new business and facilitate community development, stimulate business expansion and retention, and
encourage entrepreneurial enterprise. 

A company that intends to locate or expand a business in the State may apply to GOED for a partial abatement of one or more
of the taxes imposed on new or expanded business.  GOED may approve an application, upon making certain determinations, as
outlined in NRS 360.750, which is effective through June 30, 2032.  In addition to agreeing to continue in operation in the State
for at least 5 years, applicants must also meet two of the following three requirements:

 New businesses locating in urban areas require fifty or more full-time employees on the payroll by the eighth calendar

quarter following the calendar quarter in which the abatement becomes effective; in rural areas, the requirement is ten or

more full-time employees.  For an existing business that is expanding, the number of employees on the payroll must increase

either by 10% more than the number of employees prior to the abatement becoming effective, or by 25 employees for urban

areas (6 for rural areas), whichever is greater.

 New businesses locating in urban areas must make a capital investment of $1 million in eligible equipment within two years;

in rural areas, the requirement is $250,000 in eligible equipment.  For an existing business that is expanding, the capital

investment must equal at least 20% of the value of the tangible property owned by the business.

 The average hourly wage paid to new employees must meet a specified minimum, and the business must provide a health

insurance plan for all employees and their dependents by a specified time period.

A company that intends to locate or expand a business in certain areas of Economic Development may apply to GOED for a
partial abatement of one or more of the taxes imposed on new or expanded business.  Certain areas of Economic Development
are defined in NRS 274.310 as a historically underutilized business zone, a redevelopment area created pursuant to Chapter 279
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of NRS, an area eligible for a community development block grant pursuant to 24 Code of Federal Regulations (CFR) Part 570,
or an enterprise community established pursuant to 24 CFR Part 597.  Applicants must agree to continue in operation in the
State for at least 5 years, and is effective through June 30, 2032.  Additionally, businesses looking to start or expand in certain
areas of Economic Development must meet either one of the two following requirements to apply for an abatement:

 New businesses must invest a minimum of $500,000 in capital assets. For an existing business that is expanding, the

investment in capital assets is a minimum of $250,000 (NRS 274.310 through 274.320).

 The business must hire one or more dislocated workers, pay a wage of not less than 100 percent of federally designated

levels and provide medical benefits to the employees and their dependents which meet the minimum requirements (NRS

274.330).

All abatements granted to eligible businesses terminate upon determination that the business has ceased to meet eligibility
requirements for the abatement. The business shall refund the abatement amount for each month, or portion thereof, from the
last day of the month following the period for which the payment would have been made had the partial abatement not been
approved until the date of the payment of the tax.  These refund payments are also subject to interest at the rate most recently
established pursuant to NRS 99.040.

The programs outlined below reflect the requirements and the abatements offered to eligible businesses.

Local Sales and Use Tax Abatement (NRS 374.357 through 374.358) – The tax abatement is on the gross receipts from the sale,
and the storage, use or other consumption, of eligible capital equipment.  The sale and use tax rates vary by county within
Nevada.  The abatement reduces the local sales and use tax rate to 2%, which is the State’s portion of the tax.  Therefore, none
of the State’s sales and use tax is abated; only local sales and use taxes are abated.  The approved business is eligible for tax
abatements for not less than 1 year but not more than 5 years beginning the date the abatement becomes effective. This is
effective through June 30, 2032.

Modified Business Tax Abatement (NRS 363B.120) – The current excise tax imposed on each employer is at the rate of 1.475%
on taxable wages over $50,000 in a quarter.  A business may qualify for a partial abatement of up to 50% of the amount of the
business tax due during the first four years of operations. For a new company, the abatement of the modified business tax
applies to the number of new employees stated in its application.  For an expanding business, the abatement does not apply to
existing employees of the business, but does apply to the number of new employees directly related to the expansion. This is
effective through June 30, 2032.

Personal Property Tax Abatement (NRS 361.0687) – The abatement can be up to 50% of the tax due, or 75% in certain areas of
Economic Development, for not less than 1 year and up to 10 years beginning from when the abatement becomes effective.
The applicant must apply for abatement not more than one year before the business begins to develop for expansion or
operation in Nevada.  The personal property tax abatement applies only to the same list of machinery and equipment eligible for
the local sales and use tax abatement allowed under NRS 374.357 or 374.358.  Property tax rates vary by taxing district within
Nevada.  This is effective through June 30, 2032.

Aviation Tax Abatement (NRS 360.753) - The abatement includes local sales and use tax and personal property tax. The local
sales and use tax abatement applies to the purchase of tangible personal property used to operate, manufacture, service,
maintain, test, repair, overhaul or assemble an aircraft or any component of an aircraft. The personal property tax abatement
applies to aircraft and the personal property used to own, operate, manufacture, service, maintain, test, repair, overhaul or
assemble an aircraft or any component of an aircraft.  The personal property tax abatement can be up to 50% for 20 years on the
taxes due on tangible personal property, and the sales and use tax abatement reduces the applicable tax rate to 2% for a similar
20-year period. The local sales and use tax abatement excludes aircraft purchase.  This is effective through June 30, 2035.

Data Center Tax Abatement (NRS 360.754) – The abatement includes local sales and use tax and personal property tax.  The
local sales and use tax abatement applies to the purchase of eligible machinery or equipment for use at a data center. The
abatement reduces the applicable tax rate to 2% for a period of 10 or 20 years.  The personal property tax abatement applies to
personal property located at the center and can be up to 75% of the taxes due for 10 or 20-year abatement periods.  The data
center will, within 5 years after the date on which the abatement becomes effective, have or have added 10 or more full-time
employees who are residents of Nevada, and provide health insurance.  The data center must commit to continue operation
within the State for a period of not less than 10 years, and must bind successors to the same.  This is effective through
December 31, 2056.
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Capital Investment of at least $1 Billion Tax Abatement (NRS 360.893) – The partial abatements include personal property,
modified business, real property, or local sales and use taxes for companies that have a minimum capital investment of $1
billion dollars within 10 years of approval of the abatement application.  The personal property, modified business and real
property tax abatement can be up to 75% of the taxes due for an abatement period of not more than 10 years.  Abatements for
local sales and use tax are for taxes imposed on the purchase of eligible personal property and construction materials for an
abatement period of not more than 15 years.  The State’s 2% portion of the sales and use tax is not abated.  As a condition of
approving a partial abatement of taxes pursuant to NRS 360.880 to 360.896, inclusive, the Executive Director of the Office of
Economic Development, if he or she determines it to be in the best interests of the State of Nevada, may require the lead
participant to pay at such a time or times as deemed appropriate, an amount of money equal to all or a portion of the abated
taxes into a trust fund in the State Treasury to be held until all or portion of the requirements for the partial abatement have
been met.  Interest and income earned on money in the trust fund must be credited to the trust fund.  Any money remaining in
the trust fund at the end of the fiscal year does not revert to the State General Fund, and the balance in the trust fund must be
carried forward to the next fiscal year. This is effective through June 30, 2032. 

Capital Investments of at least $3.5 Billion Tax Abatement (NRS 360.945) – An abatement from personal property, modified
business, real property, or local sales and use tax are available to companies that have a minimum capital investment of $3.5
billion dollars within 10 years of approval of the abatement application. The personal property, modified business, and real
property tax abatements can be up to 100% of the taxes due for up to a 10-year abatement period.  Abatements for local sales
and use tax are for taxes imposed on the purchase of eligible personal property and construction materials for up to a 20-year
period. The State’s 2% portion of the sales and use tax is not abated.  This was approved during the 28th Special Session of the
State Legislature in 2014, and is effective through June 30, 2036. 

Transferable Tax Credits to Promote Economic Development (NRS 231.1555) – Transferable tax credits are available to
entities who intend to locate or expand a business in Nevada. The business can apply for credits above or below $100,000 as
long as the transferable tax credits do not extend for a period of more than 5 fiscal years per applicant and, in total, do not
exceed set amounts each fiscal year as outlined in statute. The transferable tax credits can be applied to modified business,
insurance premium and/or gaming percentage fee taxes. The applicant must set forth the proposed use of the credits, the plans,
projects and programs for which the credits will be used, the expected benefits, and a statement of short-term and long-term
impacts of the issuance of the transferable tax credits.  

Film and Other Productions (NRS 360.758 through 360.7598) - A transferable tax credit is available to production companies
producing a film, television series, commercial, music video or other qualified production in Nevada.  A production may
qualify for a transferable tax credit of up to 25% of the qualified direct production expenditures incurred in Nevada if at least
60% of the total qualified expenditures are incurred in Nevada.  Principal photography of the production must begin within 90
days after the application is issued.  The transferable tax credits issued for qualified film production completed in the State may
be used against the modified business, insurance premium and/or the gaming percentage fee taxes. 

Economic Development with Capital Investment of at least $3.5 Billion (NRS 360.945 through 360.980) – The 2014 28th

Special Session of the State Legislature required the Governor’s Office of Economic Development (GOED) to issue
transferable tax credits for certain qualifying projects that may be used against the modified business, insurance premium and/or
the gaming percentage fee taxes. A qualifying project is required to be located within the geographical borders of the State of
Nevada, make a new capital investment in the State of at least $3.5 billion during the 10-year period immediately following
approval of the application, employ Nevada residents in at least half of the project’s construction jobs and operational jobs, and
provides health insurance to all employees.  The amount of transferable tax credits is equal to $12,500 for each qualified
employee employed by the participants in the project (to a maximum of 6,000 employees), plus 5% of the first $1 billion and
2.8% of the next $2.5 billion in new capital investment in the State made collectively by the participants in the qualifying
project.  The amount of tax credits approved by GOED may not exceed $45 million per fiscal year (although any unissued
credits may be issued in any subsequent fiscal year ending on or before June 30, 2022), and GOED may not issue total tax
credits in excess of $195 million.  This is effective through June 30, 2036.

Renewable Energy Tax Abatements:  The mission of the Governor’s Office of Energy is to ensure the wise development of
Nevada’s energy resources in harmony with local economic needs, and to position Nevada to lead the nation in renewable
energy production, conservation, and exportation.  In an effort to incentivize the development of renewable energy in Nevada,
the program awards partial sales and use tax and property tax abatements to eligible renewable energy facilities.  Businesses
must make a capital investment of $3 million or $10 million, dependent on the project location.  
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Local Sales and Use Tax Abatement (NRS 701A.360 through NRS 701A.365) – The abatement applies to the 3 years following
the approval of the application in which the applicant will only be required to pay sales and use taxes imposed in the State at the
rate of 2.6%, of which 2% is the State’s portion of the tax.  Therefore, none of the State’s sales and use tax is abated.  The
abatement must not apply during any period in which the facility is receiving another abatement or exemption from local sales
and use taxes.  The applicant must state that the facility will, after the date on which the abatement becomes effective, continue
in operation in the State for a period of not less than 10 years, and bind any successors to the same.  This is effective through
June 30, 2049.

Real and Personal Property Tax Abatement (NRS 701A.370) –  The abatement is for a duration of the 20 fiscal years
immediately following the date of approval of the application and is equal to 55% of the taxes on real and personal property
payable by the facility each year. The abatement must not apply during any period in which the facility is receiving another
abatement or exemption from local sales and use taxes.  This is effective through June 30, 2049.

Green Building Tax Abatements:  The Governor’s Office of Energy administers the green building tax abatement program
based on criteria set forth in the Leadership in Energy and Environmental Design (LEED) or Green Globes (GG) rating system
and certification from the U.S. Green Building Council or the Green Building Initiative.  Both LEED and GG rating systems
provide a complete framework for assessing building performance and meeting environmental sustainable goals.  They use
industry recognized standards for designing, operating and certifying green building projects.  The program was instituted in
2007 as an incentive for business owners to improve the energy efficiency of new and existing buildings.  To qualify for the tax
abatement, applicants must earn a minimum number of points for energy conservation to meet the Silver Level or higher
through the LEED rating system or two globes or higher under the GG rating system.  LEED and GG building rating systems
are based on a set of standards for the environmentally sustainable design, construction and operation of the building.  

Real Property Taxes (NRS 701A.110) – Incentives range from 25% to 35% of the portion of taxes imposed pursuant to NRS
361, other than any taxes imposed for public education, for a period of 5 to 10 years, depending on the certification level.  The
abatement terminates if it is determined that the building or other structure has ceased to meet the equivalent of the Silver Level
or higher.

The State’s tax abatement programs as of June 30, 2019, on an accrual basis, are summarized in the following table (expressed
in thousands):

Taxes Abated

Abatement Program
Modified

Business Tax Property Tax Gaming Tax Total

Businesses $ 2,414 $ 2,372 $ - $ 4,786
Capital Investment $3.5B 4,285 - - 4,285
Renewable Energy - 954 - 954
Green Building - 4,289 - 4,289
Transferable Tax Credits - - 45,714 45,714

Total $ 6,699 $ 7,615 $ 45,714 $ 60,028

Note 17. Commitments and Contingencies

A. Primary Government
Lawsuits - The State Attorney General’s Office reported that the State of Nevada or its officers and employees were parties to
numerous lawsuits, in addition to those described below. In view of the financial condition of the State, the State Attorney
General is of the opinion that the State’s financial condition will not be materially affected by this litigation, based on
information known at this time.

Several of the actions pending against the State are based upon the State’s (or its agents’) alleged negligence in which the State
must be named as a party defendant. However, there is a statutory limit to the State’s liability of $50,000 per cause of action
through October 1, 2007 and $75,000 per cause of action through October 1, 2011 and $100,000 per cause of action thereafter.
Such limitation does not apply to federal actions such as civil rights actions under 42 U.S.C. Section 1983 brought under
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federal law or to actions in other states.  Building and contents are insured on a blanket replacement cost basis for all risk
except certain specified exclusions.

The State and/or its officers and employees are parties to a number of lawsuits filed under the federal civil rights statutes.
However, the State is statutorily required to indemnify its officers and employees held liable in damages for acts or omissions
on the part of its officers and employees occurring in the course of their public employment.  Several claims may thus be filed
against the State based on alleged civil rights violations by its officers and employees.  Since the statutory limit of liability
(discussed above) does not apply in federal civil rights cases, the potential liability of the State is not ascertainable at the
present time.  Currently, the State is involved in several actions alleging federal civil rights violations that could result in
substantial liability to the State.

The State is a defendant on several lawsuits associated with the Little Valley fire, which occurred in October 2016. The State
intends to defend these lawsuits vigorously. The outcome of the lawsuits is not presently determinable, and as the amount is
neither probable nor capable of reasonable estimation, the accompanying financial statements do not include a liability for any
potential loss.

The State is a defendant associated with a medical malpractice class action lawsuit. A jury awarded a plaintiffs’ verdict, which
was reduced to $100,000 per plaintiff. Although a class has been certified, the Court has not determined how many persons are
in the class. The potential exposure ranges between $100,000 and $10 million depending on the number of class members.
Moreover, the potential judgment will be subject to post-trial motions and appeals. As a result, it is possible that the existing
judgment will be reduced or eliminated.  The outcome of the lawsuit is not presently determinable, and as the amount is neither
probable nor capable of reasonable estimation, the accompanying financial statements do not include a liability for any potential
loss.

The State is a defendant on a Fair Labor Standards Act collective, class-action lawsuit associated with the Nevada Department
of Corrections.  On October 16, 2019, The U.S. Court of Appeals for the Ninth Circuit rendered an opinion stating that the
State waived the right for state soverign immunity from suit on certain federal-law claims.  As the amount of potential loss is
not capable of reasonable estimation at this time, the accompanying financial statements do not include a liability for any
potential loss.

Leases - The State is obligated by leases for buildings and equipment accounted for as operating leases.  Operating leases do
not give rise to property rights as capital leases do.  Therefore, the results of the lease agreements are not reflected in the
Statement of Net Position.  Primary government lease expense for the year ended June 30, 2019 amounted to $49.0 million.
The following is the primary government’s schedule of future minimum rental payments required under operating leases that
have initial or remaining noncancelable lease terms in excess of one year as of June 30, 2019 (expressed in thousands):

For the Year
Ending June 30 Amount

2020 $ 42,648
2021 34,992
2022 29,545
2023 24,355
2024 19,735

2025-2029 34,054
2030-2034 6,546
2035-2039 6,656
2040-2044 3,967

Total $ 202,498

Federal Grants - The State receives significant financial assistance from the federal government in the form of grants and
entitlements, which are generally conditioned upon compliance with terms and conditions of the grant agreements and
applicable federal regulations, including the expenditure of the resources for eligible purposes.  Substantially all grants are
subject to financial and compliance audits by federal agencies.  Any disallowance as a result of these audits could become a
liability of the State.  As of June 30, 2019, the State is unable to estimate the amount, if any, of expenditures that may be
disallowed, although the State expects such amounts, if any, to be immaterial.

Nonexchange Financial Guarantees – The 1997 Nevada Legislature added NRS 387.513 through 387.528, allowing school
districts to enter into guarantee agreements with the State Treasurer whereby money in the Permanent School Fund may be used
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to guarantee the debt service payments on certain bonds issued by Nevada school districts. The amount of the guarantee for
bonds of each school district outstanding, at any one time, must not exceed $40 million. Total bond guarantees at June 30, 2019
were $175.5 million which includes accrued interest of $1.0 million. The bonds mature at various intervals through fiscal year
2042. In the event any school district was unable to make a required payment, the State Treasurer would withdraw from the
State Permanent School Fund the amount needed to cover the debt service payment. Any amount withdrawn would be deemed a
loan to the school district from the State Permanent School Fund, and the State Treasurer would determine the rate of interest
on the loan. Repayment would be taken from distributions from the State Distributive School Account.

Encumbrances – As of June 30, 2019, encumbered expenditures in governmental funds were as follows (expressed in
thousands):

Amount

General Fund $ 4,293
State Highway 3,980
Nonmajor governmental funds 16

Total $ 8,289

Construction Commitments – As of June 30, 2019, the Nevada Department of Transportation had total contractual
commitments of approximately $299.2 million for construction of various highway projects.  Other major non-highway
construction commitments for the primary government’s budgeted capital projects funds total $91.2 million.

B. Discretely Presented Component Units

Nevada System of Higher Education (NSHE) – As of June 30, 2019, NSHE is a defendant or co-defendant in legal actions.
Based on present knowledge and advice of legal counsel, NSHE management believes any ultimate liability in these matters, in
excess of insurance coverage, will not materially adversely affect the net position, changes in net position or cash flows of
NSHE.

The NSHE and the State of Nevada are defendants in various lawsuits, collectively referred to as the Little Valley Fire Cases.
The cases relate to a prescribed burn conducted by the Nevada Division of Forestry in October 2016 on land partially owned by
the University of Nevada at Reno. Embers from the fire escaped and burned 23 structures.  A jury verdict in August 2018
finding liability on behalf of the Nevada Division of Forestry, but no liability on behalf of NSHE/UNR. However, oral
arguments occurred in November 2018 before the Nevada Supreme Court and the case is not yet final.

The NSHE has an actuarial study of its workers’ compensation losses completed every other year. The study addresses the
reserves necessary to pay open claims from prior years and projects the rates needed for the coming year. The NSHE uses a
third party administrator to adjust its workers’ compensation claims.

The NSHE is self-insured for its unemployment liability. The NSHE is billed by the State each quarter based on the actual
unemployment benefits paid by the State. Each year the NSHE budgets resources to pay for the projected expenditures. The
amount of future benefits payments to claimants and the resulting liability to the NSHE cannot be reasonably determined as of
June 30, 2019.

The NSHE receives Federal grants and awards, and amounts are subject to change based on outcomes of Federal audits.
Management believes any changes made will not materially affect the net position, changes in net position or cash flows of the
NSHE.

The estimated cost to complete property authorized or under construction at June 30, 2019 is $91.0 million.  These costs will be
financed by State appropriations, private donations, available resources and/or long-term borrowings.

Colorado River Commission (CRC) - The CRC may from time to time be a party in various litigation matters.  It is
management’s opinion, based upon advice from legal counsel, that the risk of financial losses to CRC from such litigation, if
any, will not have a material adverse effect on CRC’s future financial position, results of operations or cash flows.
Accordingly, no provision has been made for any such losses.

Nevada Capital Investment Corporation (NCIC) - The NCIC currently has commitments to the Silver State Opportunity Fund
(SSOF) of $50.0 million (the First Tranche) and to Accion 2017G, LLC, of $1.0 million. As of June 30, 2019, the NCIC has
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fulfilled $44.6 million of its total commitment to SSOF and $1.0 million to Accion. The NCIC has the right, but not the
obligation, to increase its capital commitment to SSOF by which would be effective after the end of the First Tranche (or such
other date as the NCIC and Manager may agree). If the NCIC elects to make such an additional commitment, both the amount
of the NCIC’s additional commitment and an additional commitment from the Manager shall be established by agreement
between the NCIC and the Manager (the Second Tranche).

Note 18. Subsequent Events

A. Primary Government

Bonds – On December 10, 2019, the State issued $196,350,000 in General Obligation Bonds.  The 2019A Bonds were issued
to finance various capital improvement projects, including construction of a new Department of Motor Vehicles Service Center,
Reno, and construction of a new Engineering Building at the University of Nevada, Reno.  These bonds were not used for
refunding purposes. The 2019B Bonds were issued to finance costs of environmental improvement projects for the Lake Tahoe
Basin and to provide grants for water conservation and capital improvements to certain water systems. The 2019C Bonds were
issued to provide state matching funds for the State’s Safe Drinking Water Revolving Fund program for the protection and
preservation of the property and natural resources of the State. The 2019D Bonds were issued to provide state matching funds
for the State’s Water Pollution Control Revolving Fund program for the construction of treatment works, the implementation of
pollution control projects and to pay costs of issuance of the 2019D Bonds. The 2019E Bonds were issued to pay the interest
and installments of principal on any bonds issued.

Litigation Settlement – On July11, 2019, the State, along with 29 other states announced a $10 million settlement with Premera
Blue Cross, the largest health insurance company in the Pacific Northwest, to resolve claims about its failure to secure sensitive
consumer data.  Premera’s insufficient data security exposed the protected health information and personal information of more
than 10.4 million consumers nationwide, including 49,529 Nevada consumers.  Premera is also required under the settlement to
implement specific data security controls intended to protect personal health information, annually review its security practices,
and provide data security reports to the attorneys general.

On July 22, 2019, the State, along with a coalition of 50 attorneys general, 48 states, the District of Columbia and the
Commonwealth of Puerto Rico, reached a settlement with Equifax following a national investigation into a massive 2017 data
breach.  The investigation found that Equifax’s failure to maintain a reasonable security system enabled hackers to penetrate its
systems, exposing the data of 56 percent of American adults - the largest-ever breach of consumer data.

As a result of the investigations, the coalition of attorneys general secured a settlement with Equifax that includes a Consumer
Restitution Fund of up to $425 million, a $175 million payment to the states and injunctive relief, which also includes a
significant financial commitment.  Equifax also agreed to pay the states a total of $175 million, which includes $1,468,342 for
Nevada.

B. Discretely Presented Component Units

Nevada System of Higher Education – On July, 5, 2019, two explosions occurred on the UNR campus that damaged Argenta
and Nye Halls, two of UNR’s residence halls, as well as the primary residence hall dining facility located in Argenta Hall. The
net book value of Argenta and Nye Halls was $23,197,000 at June 30, 2019.  The explosions originated in the boiler room of
Argenta Hall.  No one was seriously injured in the explosions and, while significantly damaged, both Argenta and Nye Halls
have been evaluated by outside engineers and the structures have been preliminarily determined to be repairable.  UNR has
secured temporary housing facilities nearby in the newly renovated, non-gaming West Tower of Circus Circus, Reno in order to
accommodate the approximately 1,300 students displaced by the temporary closing of Argenta and Nye Halls.  The term of the
lease for the temporary housing is from July 31, 2019 through May 16, 2020 and monthly rent was due beginning on August 15,
2019 in nine monthly payments of $2,408,340.  In addition, there is an option to extend the lease for one additional period from
July 31, 2020 through May 15, 2021.  Interim dining facilities have also been adapted to accommodate all UNR residence hall
occupants during the repair timeframe.
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UNR is covered by both casualty and business interruption insurance.  Based on assurances from UNR’s insurers with respect
to casualty and business interruption coverages, the System does not expect the July 5th incident to have materially adverse
consequences to UNR’s overall financial position or operations.  However, while the System would characterize the current
status of negotiations with UNR’s insurers as generally positive and the payments of claims as timely, it is not possible for the
System to predict with certainty at this time whether issues might arise in the future that could negatively impact UNR’s
liquidity of financial resources.

In September 2019, UNR sold a parcel of land with a net book value at June 30, 2019 of $1,035,000 for consideration of
$18,000,000.

C. New Accounting Pronouncements

In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The objective is to improve guidance regarding the
identification of fiduciary activities for accounting and financial reporting purposes and how those activities should be reported.
The Statement establishes criteria for identifying fiduciary activities or all state and local governments.  This statement is
effective for fiscal years beginning after December 15, 2018.  The anticipated impact of this pronouncement is uncertain at this
time.

In June 2017, the GASB issued Statement No. 87, Leases. The primary objective is to better meet the information needs of
financial statement users by improving accounting and financial reporting for leases by governments.  This statement is
effective for fiscal years beginning after December 15, 2019.  The anticipated impact of this pronouncement is uncertain at this
time.

In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred before the End of a Construction
Period. The objectives of this Statement are to enhance the relevance and comparability of information about capital assets and
the cost of borrowing for a reporting period and to simplify accounting for interest cost incurred before the end of a
construction period.  The Statement is effective for reporting periods beginning after December 15, 2019.  The anticipated
impact of this pronouncement is uncertain at this time.

In August 2018, the GASB issued Statement No. 90, Majority Equity Interests-An Amendment to GASB Statements No. 14 and
No. 61. The primary objectives are to improve the consistency and comparability of reporting a government’s majority equity
interest in legally separate organization and to improve the relevance of financial statement information for certain component
units. This statement is effective for fiscal years beginning after December 15, 2018.  The anticipated impact of this
pronouncement is uncertain at this time.

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations. The primary objective of this Statement are to
provide a single method of reporting conduit debt obligations by issuers and eliminate diversity in practice associated with (1)
commitments extended by issuers, (2) arrangements associated with conduit debt obligations, and (3) related note disclosures.
This statement is effective for fiscal years beginning after December 15, 2020. The anticipated impact of this pronouncement is
uncertain at this time.
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Note 19. Accounting Changes and Restatements

Beginning net position of governmental activities was restated for a net increase of $3.1 billion, due to correction of an error for
expenses recorded for infrastructure projects in progress that should have been recorded as construction in progress; correction
of an error for infrastructure and rights-of-way previously not recorded; correction of an error in the State Highway Fund for
expenditures recorded in fiscal year 2018 that were for purchases of items not received prior to year-end and which should have
been recorded in fiscal year 2019; and correction of an error in the Permanent School Fund, as identified by the Nevada Capital
Investment Corporation, for earnings paid to the Permanent School Fund erroneously since 2013, and which overstated the Due
from Component Unit.

The following table shows the changes to the beginning net position as of July 1, 2018 for the primary government (expressed
in thousands):

Governmental
Activities

Net position at June 30, 2018 as previously reported $ 4,453,993
Infrastructure construction in progress previously recorded as expenses 1,760,275
Infrastructure previously not recorded 1,164,054
Rights-of-way previously not recorded 195,189
Correction of earnings in the Permanent School Fund (3,914)
Expenses recorded in the wrong fiscal year 3,510

Net position at July 1, 2018 as restated $ 7,573,107

The following table shows the changes to the beginning fund balance as of July 1, 2018 for the following major funds
(expressed in thousands):

Major Governmental Funds

State Highway
Permanent

School Fund

Fund balance at June 30, 2018 as previously reported $ 527,285 $ 360,679
Earnings erroneously received in the Permanent School Fund - (3,914)
Expenses recorded in the wrong fiscal year 3,510 -

Fund balance at July 1, 2018 as restated $ 530,795 $ 356,765
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